THIRTIETH ANNUAL REPORT 2006-07 


-1 HDFC 


HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED 



www.reportjunction.com 








j eniiiHU 




MttS 


Ia0$ *i8® 

„v>: 


gpsSSp 

!: JJi’f 


9J0UI PUB 9JC 













Central to every aspect of our search has been a continuing 
dedication to the values of integrity, transparency and trust, 
values that have been HDFC's-since inception. The solid 
core of all our activities, one that creates its own, 
far-reaching ripple effect. From the very beginning HDFC has 
always placed the customer first inspite of enjoying a 
monopoly in the early days, t h e quest for customer 
satisfaction has been a vital focus area. 
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(Rs. in crores) 



1 1997-98 

1 1998-99 

1 1999-00 

1 2000-01 

1 2001-02 

1 2002-03 

1 2003-04 

1 2004-05 

1 2005-06 

2006-07 

1 Cumulative 

Approvals 

3,251.27 

4,071.76 

5,305.15 

6,879.77 

9,041.25 

11731.57 

15,215.56 

19,715.33 

25,633.67 

33,331.93 

145763.55 

Disbursements 

2,753.61 

3,424.27 

4,492.74 

5,803.01 

7,616.56 

9,950.87 

12,696.82 

16,206.75 

20,679.20 

26,177.99 

119,281.45 

Cumulative Investment 
made possible in 
the housing sector 

32,710.05 

40,540.36 

50,742.57 

64,502.11 

82,584.61 103,73478 

134,165.90 

173,595,90 

224,863.24 

291,527.10 



1 Crore = 10 Million 

1 Lac = 100,000 
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FINANCIAL 


HIGHLIGHTS 


(Rs. in crores) 


M 997-98 

m 998-99 

m 999-00 

” 2000-01 

^ 2001-02 

1 2002-03 

^2003-04 

"2004-05 

1 2005-06 

2006-07 

Gross Income 

1,444.68 

1,752.73 

2,015.56 

2,382.35 

2,700.15 

2,975.62 

3,077.85 

3,410.44 

4,278.39 

5,896.26 

Profit After Tax 

293.36 

333.90 

401.81 

473.65 

580.01 

690.29 

85178 

1,036.59 

1,257.30 

1,570.38 

Shareholders’ Funds 

1,777.24 

1,971.84 

2,095.97 

2,371.94 

2,702.84 

3,043.86 

3,393.79 

3,883.10 

4,468.33 

5,551.40 

Share Capital - Equity 

119,11 

119.11 

119.11 

120.08 

12171 

244.41® 

246.61 

249.12 

249.56 

253.01 

Reserves and Surplus 

1,658.13 

1,852.73 

1,976.86 

2,251.86 

2,581.13 

2,799.45 

3,147.18 

3,633.98 

4,218.77 

5,298.39 

Term Borrowings 

3,724.66 

4,571.18 

6,764.69 

8,219.95 

10,264.67 

14,130.73 

19,346.39 

28,807.31 

37,979.93 

46,808.61 

Deposits 

4,423.79 

5,252.40 

6,223.85 

7,249.83 

8,491.02 

9,121.55 

9,337.65 

7,840.09 

8,741.42 

10,384.42 

Loans Outstanding 

6,944.07 

8,219.26 

10,063.00 

13,224.66 

17,207.68 

21,749.91 

27,974.27 

36,011.50 

44,990.12 

57,193.03 

Dividend {%) 

75* 

85 

190** 

125 

250*** 

110@ 

135 

170 

200 

220 

Book Value per Share (Rs.)# 75 

83 

88 

99 

111 

125 

138 

156 

179 

219 

Earnings per Share (Rs.)# 

12 

14 

17 

20 

24 

28 

35 

42 

50 

63 


* Includes one time special dividend of 20% to mark the completion of HDFC's 20th Anniversary 
** Includes one time special millennium (interim) dividend of 100%. 

*** Includes one time special Silver Jubilee dividend of 100%. 

@ The Corporation allotted bonus shares in the ratio of 1:1 in December. 2002. Dividend is for the full year on the enhanced capital post the issue of bonus shares. 

# Adjusted for bonus 
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W e salute... 

...the spirit of the man whose search in an entirely 
new direction, and whose vision brought HDFC into 
existence, 30 years ago: the late Mr. H. T. Parekh; 

as we salute... 

...the innumerable well-wishers, friends and fellow-workers, 
within and outside the organisation,and proudly acknowledge 
and honour the comradeship and guidance we have received 
from them. 

Through three decades of sharing, which was inspiring. 

Our quest continues... 



Three decades ago, our first, and most 
significant quest began: to find a way of helping 
more and more people find their own homes. 


In time HDFC grew, and is today, a household word, the most 
steadfast support in housing finance. 


Today, it points to new directions, new dimensions, new 
explorations: a reaffirmation, a dynamic renewal. 
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■livery quest begins by o oKing outwards. For us, at HDFC, 
it means looking through our customers' eyes-to focus on all 
that is significant in the selection of the right home. 



it spurs us on to help ease the complexities of 
investment; to pay keen and continuing attention to 
the nuances of changing lifestyles, different needs, 
and most importantly, to raising the efficiency 
of our services. 

As a multi-product, multiple services group, with 
a network of institutions, all autonomous, all under 
the HDFC banner, all in a spectrum of financial related 
services, horizons expand towards a lively and 
mutually rewarding relationship with a wider clientele. 
So do our responsibilities to every individual who 
places faith in us: loan and deposit customers, 
shareholders, key-partners and other stakeholders. 
For, our quest continues... 
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Consider our customers. The homemakers. Each looking for 
a home that's special. Different. It is our business to provide 
it. And our pleasure. So, we launch our search, with flexibility 
and imagination; to apply research effectively to understand 
our customers: their aspirations, their eco-friendly concerns, 
their individual preferences of environment and locale. 


Apart from readily providing technical help, legal assistance and 
a whole slew of property-related queries, we believe in involving 
the entire family, through business events, property fairs for the 
home seekers and with cartoon characters, painting contests, 
creativity workshops for their children-embracing our customers 
and their little ones. 


This leads us further in our quest: to work jointly with developers, 
in offering better facilities, such as club house, swimming pools, 
rock gardens, alternative energy sources, or applying the latest 
technology for security measures, be it to open doors, watering 
your home garden or even your household chores. 
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countrywide and abroad, faster-and more effectively-than ever 
before, providing ali the relevant information, from Socations- 
schools and hospitals and shopping space-to property services. 

On markets, new trends, new features that developers offer to improve living conditions. Future 
plans include a ‘road map 1 for helping customers who can interact completely on the net. 

Property fairs, promotional efforts held countrywide, now reaches 
out to the Middle-East, Hongkong, the US, London and Singapore 
All this helps us to promise potential home seekers a complete 
picture-from identifying a home to financing it. Our website. 
www.hdfc.com strives to answer queries the cyber savvy customer 
seeks. But that is not enough. So, our quest continues... 
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X^oncern. Care. Competence Strands, strongly interwoven into our view of 
customer service, they form part of the learning process, which starts from Day One. 

At HDFC, the process is continuous. Our customers being the 
focus of our training programmes, it is important to find ways 
to improve products and systems, to reduce delays and 
simplify procedures. Much of this is learnt at our Centre for 
Housing Finance at Lonavla, where all of us go for specialised 
training and persona! development. 

Regularly held customer relations workshops, formal sessions 
for servicing techniques, and the ‘HDFC School’, conducted 
primarily for our frontline folk, all help to upgrade knowledge 
and skills-especially the softer skills of genuine concern 
and affection. 
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iake a look within HDFC, Observe our crew. Coming from 
many backgrounds, bringing many interests and many talents 
to HDFC. All unified by the single-minded view that the 
customer comes first. A crew to be proud of. 

Much more has ensued from this. A genuine informality in 
functioning, an 'open door 1 policy, with the freedom, always, to 
voice a concern and have it addressed. Transparency in 
performance appraisals, a confidence in fair dealings. A free 
sharing of information through regular and active communication 
programmes. They all add to the awareness that HDFC belongs 
to us, as we belong to HDFC - a place full of action and fun, 
where the spirit of teamwork reigns supreme. Clearly, it points 
to where our future lies: in our people. And, with their support, 
our quest continues. 
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Board of Directors 


Mr. Deepak S. Parekh.Chairman 

Mr. Keshub Mahindra.Vice Chairman 

Mr. Shirish B. Patel 

Mr. B. S. Me'nta 

Mr. D. M. Sukthankar 

Mr. D. N. Ghosh 

Dr. S. A. Dave 

Mr. S. Venkitaramanan 
Dr. Ram S. Tarneja 
Mr. N. M. Munjee 

Mr. D. M. Satwalekar 

Dr. Vijay L. Kelkar (Appointed w.e.f. October 19, £006.) 

Ms. Renu Sud Karnad.Executive Director 

Mr. K. M. Mistry.Managing Director 


9 

www.reportjunction.com 








SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 



Brief Profile of the 


Directors of the Corporation 


Mr. Deepak S. Parekh is the executive Chairman of the Corporation. He is a Fellow of the Institute 
of Chartered Accountants (England & Wales). Mr. Parekh joined the Corporation in a senior 
management position in 1978. He was inducted as a wholetime director of the Corporation in 
1985 and was appointed Chairman in 1993. He is the chief executive officer of the Corporation. 

Mr. Keshub Mahindra is the vice chairman of the Corporation. He is a graduate of the Wharton 
School of the University of Pennsylvania, U.S.A. He is a renowned industrialist and is the chairman 
of the Mahindra & Mahindra Group of companies. He is a director on the boards of several 
prominent companies in India. He has been a director of the Corporation since its inception. He 
is also the Chairman of the Compensation Committee of Directors. 

Mr. Shirish B. Patel holds a Master's degree in arts from the University of Cambridge, He founded 
and is now the chairman-emeritus of a firm of consulting civil engineers with expertise in 
prefabrication, mass housing, tall buildings, factories, bridges and marine works. He was one of 
the three original authors of the idea of New Bombay. He has been a director of the Corporation 
since its inception. He is also a member of the Compensation Committee of Directors. 

Mr. B. S. Mehta is a graduate in commerce and a Fellow of the Institute of Chartered Accountants 
of India, Mr. Mehta is an accountant in practice dealing with taxation, accountancy and valuation 
of mergers and acquisitions. He is a director on the boards of several prominent companies in 
India, He has been a director of the Corporation since 1988. He is also a member of the 
Compensation Committee and Audit Committee of Directors. 

Mr. D. M. Sukthankar was an officer of the Indian Administrative Services and was Secretary, 
Ministry of Urban Development, Government of India and later Chief Secretary to the Government 
of Maharashtra, Mr. Sukthankar is recognised as an expert urban developer and has been 
associated with the housing sector for a number of years. He has been a director of the Corporation 
since 1989. 

Mr. D. N. Ghosh holds a Master’s degree in economics. He was the former chairman of the State 
Bank of India. He is currently the chairman of ICRA Limited and a director on the boards of 
several prominent companies in India. He has been a director of the Corporation since 1989. He 
is also a member of the Audit Committee of Directors. 

Dr. S. A. Dave is a Doctorate of economics and holds a Master's degree in economics from the 
University of Rochester. Dr. Dave was the former chairman of the Securities and Exchange Board 
of India and the Unit Trust of India. Dr. Dave is currently the chairman of the Centre for Monitoring 
Indian Economy and a director on the boards of many prominent companies in India. He has 
been a director of the Corporation since 1990. He is also the Chairman of the Audit Committee of 
Directors. 

Mr. S. Venkitaramanan holds a Master’s degree in industrial administration from the Carnegie 
Mellon, University of Pittsburgh and a Master’s degree in physics from the University of Kerala. 
Mr. Venkitaramanan is a former governor of the Reserve Bank of India. He is a director on the 
boards of many prominent companies in India. He has been a director of the Corporation since 
1994. 

Dr. Ram S. Tarneja holds a Doctorate in human resources from Cornell University. He also has a 
M. A. both from the University of Delhi and University of Virginia and a B. A. Honors from University 
of Delhi. He was the former managing director of Bennett, Coleman & Company Limited. He is a 
director on the boards of several prominent companies in India. He has been a director of the 
Corporation since 1994. He is also the Chairman of the Investors’ Grievance Committee of 
Directors. 
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Mr. N. M. Munjee holds a Master’s degree in economics from the London School of Economics. 
He is currently the chairman of Development Credit Bank Limited. He is also a director on the 
boards of several prominent companies in India and is deeply interested in development and 
infrastructure issues. He was earlier the executive director of the Corporation and had been working 
with the Corporation from 1978 to 1998. 

Mr. D. M, Satwalekar holds a Bachelor's degree in technology from the Indian Institute of 
Technology, Bombay and a Master's degree in business administration from the American 
University, U.S.A. He is currently the managing director and chief executive officer of HDFC 
Standard Life Insurance Company Limited and a director on the boards of several prominent 
companies in India. He was earlier the managing director of the Corporation and had been working 
with the Corporation from 1979 to 2000. He is also a member of the Investors’ Grievance Committee 
of Directors. 

Dr. Vijay L. Kelkar holds a Doctorate from University of California Berkeley, U.S.A. He also holds 
a Master's degree in science from University of Minnesota, U.S.A. and a Bachelor’s degree from 
University of Pune. He is currently the chairman of IDFC Private Equity Company Limited and a 
director on the boards of several prominent companies in India. He has been appointed as a 
special director of the Corporation with effect from October 19, 2006, 

Ms. Renu Sud Karnad, the Executive Director of the Corporation, is a graduate in law from the 
University of Mumbai and holds a Master's degree in economics from the University of Delhi. 
She is a Parvin Fellow — Woodrow Wilson School of International Affairs, Princeton University, 
U.S.A. She is currently the President of the International Union for Housing Finance, She has 
been employed with the Corporation since 1978 and was appointed as the Executive Director of 
the Corporation in 2000. She is responsible for the lending operations of HDFC. 

Mr. K. M. Mistry, the Managing Director of the Corporation, is a Fellow of the Institute of Chartered 
Accountants of India. He has been employed with the Corporation since 1981 and was appointed 
as the executive director of the Corporation in 1993. He was appointed as the deputy managing 
director in 1999 and the Managing Director in 2000. He is also a member of the Investors’ Grievance 
Committee of Directors. 
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REGISTERED OFFICE 

Ramon House, 

H. T. Parekh Marg, 

169, Backbay Reclamation, 
Churchgate, Mumbai 400 020. 

Tel. Nos. : 22-2283 6255, 2282 0282 
Fax Nos. : 22-2204 6758, 2204 6834 
E-mail : investorcare@hdfc.com 
Website : www.hdfc.com 

INVESTOR SERVICES 
DEPARTMENT 

Tel Rasayan Bhavan, Ground Floor, 
Tilak Road Extn., 

Opp. BEST Workshop Gate No. 4, 
Dadar T.T., Mumbai 400 014. 

Tel. Nos. : 22-2414 6267/68 
Fax Nos. : 22-2414 7301 
E-mail : investorcare@hdfc.com 

AUDITORS 

S. B. Billimoria & Company 
Chartered Accountants 

BRANCH AUDITORS - DUBAI 

Pannell Kerr Forster 
Chartered Accountants 


Senior Executives 


SENIOR GENERAL MANAGERS 

Mr. Conrad D’Souza 
Ms. Madhumita Ganguli 
Mr. K. G. Krishnamurthy* 

Mr. M. Ramabhadran 
Mr. V. S. Rangan 
Mr. B. V. Sundararajan 

GENERAL MANAGERS 

Mr. R. Anand 
Mr. R. Arivazhagan 
Mr. Gautam Bhagat* 

Mr. B. M. Bhasin 

Mr. Girish Bhatia 

Mr. C. V. Ignatius 

Mr. Sudhir Kumar Jha 

Mr. Mathew Joseph 

Mr. Irfan Koreishi 

Ms. Manju K. Malkani 

Mr. Suresh Menon 

Ms. Sonal Modi 

Mr. R K. Mukherjee 

Mr. S. N. Nagendra 

Mr. S. Ramanath 

Ms. Premalatha Ramanathan 

Mr. Prabhat Rao 

Mr. Rajeev Sardana 

Mr. Dilip Shetty* 

*On deputation to subsidary/associate company 


DEBENTURE TRUSTEES 

Central Bank of India 
Debenture Trustee Section 
Central Bank - MMO Bldg., 

6th Floor, 55, M. G. Road, 

Fort, Mumbai 400 023. 

IDBI Trusteeship Services Ltd. 
Asian Building, Ground Floor, 
17, R. Kamani Marg, 

Ballard Estate, Mumbai 400 001 

Law Debenture 

Law Debenture Trust (Asia) Ltd. 
Room 3105, Alexandra House, 
18 Chater Road, 

Central Hong Kong. 

TRUSTEES - FCCB 

Deutsche Trustee Company Ltd. 
Winchester House, 

1 Great Winchester Street, 

London EC2N 2DB 


DEPUTY GENERAL MANAGERS 

Mr. Dilip Apte 
Mr, P. S. Barman 
Mr. Praveen Kumar Bhalla 
Ms. Mala Bhojwani 
Mr. Udayan Bose 
Mr. S. K. Chaudhari 
Mr. Thomas Cherian 
Mr. Jagdish Dave 
Mr. Nikhil Dwivedi 
Mr. Dipta Bhanu Gupta 
Mr. Prosenjit Gupta 
Mr. Prakash Hulkopkar 
Mr. Sanjay Joshi 
Mr. Pradip V. Kakad 
Mr! K. Suresh Kumar 
Mr. L. Padmanabhan 
Mr. Rajasekharan Panickar 
Mr. Vinayak P. Parkhi 
Mr. N. Radhakrishnan 
Mr. T. Ravishankar 
Mr. Subodh Salunke 
Mr. R. Sankaranarayanan 
Mr. Jayesh N. Shah 
Mr. S. V. Shaligram 
Mr. H. S. Shamasundara 
Mr. S. K. Vasant 


COMPANY SECRETARY 

Mr. Girish V. Koliyote 


SOLICITORS AND ADVOCATES 

Amarchand & Mangaldas & Suresh 
A. Shroff & Company 

Wadia Ghandy & Company 


PRINCIPAL BANKERS 

Central Bank of India 
HDFC Bank Ltd. 

State Bank of India 
Bank of India 
Canara Bank 
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Thirtieth Ann u a i R e p o r t 2 0 0 6 - 0 7 


Chairman's Statement 



A s human beings, we lead lives that signify a journey, one that is guided by 
a quest, a pursuit of something that defines our reason for living. While 
this ‘something’ may differ from person to person, from time to time and from 
place to place, it is undeniable that at any given point, the inner search goes on. 

As I reflect on this thought, I recollect the words of Chris Gardner, motivational 
speaker and author of The Pursuit of Happyness’ - a true story of how he 
overcame a life of hardship and emotional scarring to become the CEO of his 
own investment company. “The money? Hey man, money is the least significant 
aspect of wealth. You do get to a point in your life where what's important to 
all of us is our health, our children, and some degree of happiness. At the end 
of the day, that’s what it’s all about." True, when we consider that in India, the 
family is the biggest support system and one’s home is a true reflection of 
that love and support, a mark of one’s happiness. 

Having been part of the housing industry for the greater part of my working 
life, it is gratifying to see the difference a home makes to the common man. 
Across cities, across income levels and across age groups, owning one's 
home is realising one of life’s primary quests. HDFC has aspired to fulfill this 
quest by financing over three million housing units since its inception, thereby 
enabling India's citizens to own a home. 

The changing Indian landscape 


Over the years, we have seen the Indian housing sector evolve and take different 
and sometimes unexpected turns along the way. Today, we find ourselves in a 
vastly distinct environment from the one we faced just a few years back. 

In the early years of independent India, housing was through the self-construction 
route and later on predominantly provided by government/quasi government 
entities like housing boards and development authorities. Today’s projects are 
largely driven by the private sector and in many cases, public-private partnerships. 
Construction projects earlier were clearly demarcated as residential or commercial; 
but today we have complex projects that take the shape of mini-cities, malls 
and multiplexes, information technology parks and housing communities, specialised 
townships, special economic zones and even the concept of private towns 
has increased the role of private sector participation. Marketing approaches 
now take into account the changing preferences of the customer, who is more 
aware of what he wants and the choices available to him. 

Mortgage financing across the world is done through a combination of specialist 
as well as general lenders, each trying to find their own place in a highly 
competitive industry. In India, there has been a dedicated and focused approach 
of various regulatory bodies to transform the largely unregulated, non-transparent 
real estate sector to one which is more conducive to the changing environment. 
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All of this has given rise to the forecast that the Indian realty sector is estimated 
to grow from US$12 billion in 2005 to US$90 billion by 2015, expanding at an 
annual rate of 30% per annum. 

This resurgence seen in the real estate sector over the past few years has 
been buoyed by multiple factors: a strong economy, rising income levels, 
fiscal incentives and a growing middle class. The biggest change, however, 
has taken place in financing opportunities for housing and real estate. 

Not long ago there was a dearth of funding for housing and real estate, In 
cases where funding was possible, developers generally had to be content 
with plain vanilla loan structures that provided minimal flexibility. 

Today, there are a number of options to finance housing and real estate projects 
through initial public offerings (IPOs), foreign direct investment (FDI), venture 
capital, private equity, listings on the Alternative Investment Market, in addition 
to the traditional debt financing options. 

With the easing of government regulations on FDI in the housing and real 
estate sector, the inflow of foreign capital in the sector in FY 2007 is expected 
to be in the region of US $8 billion. Capital flows are driven by expectations of 
attractive returns and the source of capital varies from proprietary funds to 
venture funds, endowment funds, including investment funds of international 
governments in Indian real estate. 

While all this enthusiasm is contagious, we need to remember that the present 
scenario comes with its own set of challenges. Furthermore, the dynamics of 
the Indian economy are unique and need to be studied carefully to prevent 
any adverse impact on the sector. 

The foreign capital conundrum 

Under the current regulations, real estate projects can attract FDI up to 100 
percent, if they meet the conditions specified by the government in terms of 
minimum area to be developed, minimum capitalisation, no repatriation of 
original investment before three years and restrictions on sale of undeveloped 
land. 

It was a move heralded by the industry - this would enable real estate and 
construction projects access to long-term capital from international lenders. 
Without doubt, foreign developers would encourage implementation of international 
best practices in terms of technology and quality. 

However, it is not as simple as it is made out to be. Several companies not 
willing to meet these FDI project conditions have resorted to the Foreign 
Institutional Investor (Fll) route to bring in foreign investment. 
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Some Fils invested in real estate IPOs or bought shares in the secondary 
market in non-FDI compliant projects, thereby circumventing the minimum 
lock-in period. The regulators have now rightfully attempted to plug this loophole. 

The story gets complicated as we look at other sources of foreign capital. 
While FDI guidelines are meant for long-term foreign equity investors, there 
are numerous instances of investments in real estate being routed through 
mezzanine structures. This is debt masquerading as equity. The recent measures, 
mandating all quasi equity and hybrid structures to meet the External Commercial 
Borrowings norms is a welcome step and will help in preventing regulatory 
arbitrage. 

At this point, we cannot ignore those who invest through offshore instruments 
which are derivatives issued against'underlying Indian securities. Given the 
rapid growth in the real estate market, it is imperative to know the background 
of these investors and do a sound due diligence of their investment capabilities, 

From an investor’s, point of view, it is important to recognise that the size of 
funds being invested are large and while returns on these investments so far 
have been extraordinarily attractive, there is a need to understand micro, local 
market nuances and realise that such high returns may not be sustainable in 
the long-run. There are risks involved: while these funds may bring in liquidity, 
they increase volatility as well. 

The Indian real estate market will benefit more through FDI which is one of the 
most appealing kinds of capital - one that is long-term and stable, directly 
creates jobs and provides access to updated technology and know-how, rather 
than through short-term portfolio flows. 

Learnings 

In the midst of all this hype, what we should not forget is that housing in an 
economy needs to cater to all strata of society if the growth is to be sustainable. 
Currently, only a top sliver of our population is in a position to buy the homes 
that are being built. In this regard, we could do well to learn from the achievements 
of other emerging economies. 

Thailand took a two-pronged approach to meet its housing objectives. At one 
end, it adjusted its regulations and approval procedures related to urban 
development to facilitate moderate income housing development. On the other, 
it made housing finance more widely available and thereby made borrowing 
for a house more affordable. The approach had its share of criticisms, the 
strongest being the allowing of offshore foreign capital without limitation into 
the country. This was one of the major contributors to the real estate crisis in 
the country in the late 1990s. The lesson was to regulate offshore capital 
inflows and keep track of investment patterns. 
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However, the program had a net positive effect. By the year 2000, after the 
real estate crisis, even an individual at the 20th percentile of income distribution 
could buy a small new apartment and receive mortgage finance to pay for it. 
In most emerging economies, the lowest priced new construction is affordable 
only for the 60th and 70th percentile of income distribution. 

We need to exercise caution in order to avoid repeating mistakes of countries 
like South Korea and Latin America, which over-depended on short-term foreign 
capital for growth in the real estate sector. If we ignore this, the Indian real 
estate market could be saddled with high leverage and loan to value ratios. 

Adopting a macro approach 

Due to the criticality of the issues that the real estate sector is faced with, the 
regulatory focus on the sector has never been more intense. 

Recent discussions on the overheating of the Indian property market has prompted 
the regulators to make it clear that they want to be sure of the source of 
foreign money that is entering the realty sector and want to avoid any speculation. 
Broad-basing the market by allowing more players with diverse objectives will 
help the realty sector. 

There is a need to permit domestic pension funds to invest in housing finance. 
Further, real estate investment trust structures, if allowed, will provide a new 
group of investors in the market. Although initial interest will most likely come 
from institutional investors, it is a product that will surely attract the growing 
middle class who can participate in the benefits of investing in the housing 
and real estate sector. 

Importance of housing for the Indian economy 

I often emphasise the need for mass housing and incessantly voice my concerns 
on rising prices. As income levels rise, younger individuals are earning higher 
and higher salaries and people can afford more expensive homes. The lifestyle 
and aspirations of families have undergone a sea change. But one has to look 
at the larger picture. 

While more than 300 million Indians now live in an urban environment, nearly 
800 million people live in rural areas. The degree of urbanisation is rising 
steadily, to just over 28% at present. If India's urban population were to increase 
at a similar pace to China’s (more than 4% p.a. between 1980 and 2000), 
India's urban population would rise to 900 million by 2030. Urbanisation would 
then exceed 60%, almost in line with the current level in many developed 
countries. 

But these people coming into the urban markets will not be able to afford the 
type of apartments that are currently being built which are reasonably large, 
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costly and certainly beyond the reach of a large slab of our population. We 
need more developers to build rental housing facilities, which may be smaller 
tenements, but larger numbers. This will help the middle and lower income 
groups to house themselves till they are financially ready for home ownership. 

And what about the state of our cities? In the 2001 Census, the number of 
households outstripped the number of housing units by almost 5 million, with 
roughly a third of housing demand in urban centres. Moreover, only half the 
housing stock in 2001 was described as adequate. Many people still live in 
very cramped conditions: 70% of households have no more than two rooms 
and of these households, 40% have more than nine members living in two 
room homes. 

Our cities need to gear up to a dramatic increase in size. Infrastructure and 
housing capacities need to expand massively. According to a World Bank 
estimate, India needs to invest an additional 3-4% of its GDP on infrastructure 
to sustain its current levels of growth and to spread the benefits of growth 
more widely. 

All in all, by 2030 India will need up to 10 million new housing units per year. 
Are we even close to achieving this target? 

Euphoria is good, but it is healthy if taken in the right doses. I agree that we 
have come a long way - from a time where resources were difficult to raise 
and foreclosure norms were non-existent. In the past, Indian real estate did 
not paint a very positive picture - archaic land laws, expensive mortgage 
financing, poor quality of developments. Today, we are a preferred real estate 
destination of the world. 

But we need to remember that if this growth is to be sustained, if housing is to 
become accessible to one and all and if we are to achieve our housing goals, 
there is a lot to be done. We in India cannot talk about inclusive growth if we 
do not address the needs of housing the, masses at affordable rates. Right 
now, housing is accessible only to the apex of the pyramid, pushing to the 
bottom of the pyramid is going to be the real challenge. Developers and 
financiers have to work together towards providing ‘no-frills’ housing. To do 
this, our vision needs to expand, strategies need to be long-term and focus 
has to be on the common good. Only then will India become a truly progressive 
country, one that will be able to withstand any challenge that comes by. That 
should be our true ‘QUEST’. 
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Dirccto rs' Report 


TO THE MEMBERS 

Your directors are pleased to present the Thirtieth Annual Report of your Corporation 
with the audited accounts for the year ended March 31, 2007. 


Financial Results 



For the 

For the 


year ended 

year ended 


March 31, 2007 

March 31, 2006 


(Rs. in crores) 

(Rs. in crores) 

Profit before Tax 

1,967.78 

1,557.30 

Provision for Tax 

395.00 

298.00 

Provision for Fringe Benefit Tax 

2.40 

2.00 

Profit after Tax 

1,570.38 

1,257.30 

Appropriations have been made as under: 



Special Reserve No. II 

466.00 

350.00 

Additional Reserve (under Section 29C of the 



National Housing Bank Act, 1987) 

80.00 


General Reserve 

368.17 

: 333.17 

Shelter Assistance Reserve 

5.00 

5.00 

Proposed Dividend (at Rs. 22 per share) 

556.61 

499.13 

Additional Tax on Dividend 

94.60 

70.00 


1,570.38 

1,257.30 


Dividend 

Your directors recommend payment of 
dividend for the year ended March 31, 
2007 of Rs. 22 per share as against 
Rs. 20 per share for the previous year. 

The dividend payout ratio for the current 
year inclusive of the additional tax on dividend 
will be 41% as compared to 45% in the 
previous year. 

Preferential Allotment of Equity 

HDFC's loan approvals have grown 
consistently at 30% on a 10-year compounded 
annual growth rate basis. In order to fund 
the growth of the mortgage business and 
to fund the rapid expansion of the 
Corporation’s associate and subsidiary 
companies, namely HDFC Bank Limited 
(HDFC Bank) and HDFC Standard Life 


Insurance Company Limited (HDFC-SL), 
the Corporation needs to raise additional 
capital. 

HDFC currently holds 21.56% of HDFC 
Bank. In order that HDFC as a promoter 
retains its shareholding in HDFC Bank at 
the current level, the Board of HDFC Bank, 
subject to the requisite approvals of the 
Reserve Bank of India and its shareholders, 
has made a preferential offer of 1,35,82,000 
equity shares of HDFC Bank to HDFC at 
a price of Rs. 1,023.49 per share. Your 
Board has approved the proposed investment. 
The investment by the Corporation in the 
preferential offer of HDFC Bank would amount 
to Rs. 1,390.10 crores. 

HDFC-SL has recorded encouraging growth 
over the last few years. HDFC’s shareholding 
in HDFC-SL is currently at 81.9%. During 
the year, HDFC invested Rs. 170.27 crores 
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in the equity of HDFC-SL. Over the next 
couple of years, HDFC would have to 
contribute its share of equity to HDFC-SL 
to fund its growth. Investment in the equity 
of HDFC-SL has a direct impact on HDFC's 
capital ratios. 

In view of the above, your Board has been 
exploring various capital raising options 
to ensure that it meets its commitments 
to its subsidiary and associate companies 
without impacting its core mortgage business. 

Accordingly, the Board of Directors at its 
meeting held on May 25, 2007, has 
recommended the issue 1,80,00,000 equity 
shares of Rs. 10 each of the Corporation 
on a preferential basis to a select group 
of investors, at a price of Rs. 1,730 per 
equity share, in accordance with Chapter 
XIII of the Securities and Exchange Board 
of India (Disclosure and Investor Protection) 
Guidelines, 2000 on Preferential Issues and 
subject to your approval at the ensuing 
Annual General Meeting (AGM). 

All such shares if issued and allotted shall 
rank pari passu with the existing equity 
shares of the Corporation in all respects. 


Approvals & Disbursements (Cumulative) 
{Rs. in crores) 


150000 



2003 2004 2005 2006 2007 


Approvals 


Disbursements 
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Proposed Increase in Authorised Share 
Capital 

The present authorised share capital of 
the Corporation is Rs. 275 crores and the 
issued and paid-up equity share capital 
of the Corporation is Rs. 253 crores. 

The issue and allotment of shares on a 
preferential basis, together with the equity 
that may be issued on the conversion of 
the Foreign Currency Convertible Bonds, 
will increase the issued and paid-up equity 
share capital of the Corporation beyond 
the current limit and therefore the authorised 
share capital of the Corporation needs to 
be increased to accommodate the said 
issue of shares. 

Accordingly, it is proposed to increase the 
authorised share capital of the Corporation 
to Rs. 325 crores through a resolution, 
subject to your approval at the ensuing 
AGM. 

Lending Operations 

Loan approvals during the year were 
Rs. 33,332 crores as compared to Rs. 25,634 
crores in the previous year representing 
a growth of 30%. Loan disbursements during 
the year were Rs, 26,178 crores as against 
Rs. 20,679 crores in the previous year 
representing a growth of 27%. 

Cumulative loan approvals and disbursements 
as at March 31, 2007 were Rs. 1,45,764 
crores and Rs. 1,19,281 crores respectively. 
This is in respect of 3 million housing units, 

Individual loan business continued to be 
strong despite competition and a rising 
interest rate scenario. In value terms, individual 
loan approvals registered a growth of 32% 
over the previous year. The average size 
of individual loans stood at 
Rs. 11 lacs. 

Mortgage-Backed Securities (MBS) 

During the year, HDFC concluded three 
MBS issues which were subscribed to by 
banks. Through the sale of loans under 
the MBS issues, the Corporation raised a 
total of Rs. 1,567 crores during the year. 


The issues received a rating indicating 
the highest degree of safety. To date, loans 
aggregating to Rs. 3,610 crores have been 
sold by the Corporation through the issue 
of MBS. The total MBS outstanding as at 
March 31, 2007 stood at Rs. 2,319 crores. 
HDFC continues to service the loans sold 
under the MBS issues. 

Purchase and Sell-Down of Loans 

During the year, the Corporation purchased 
individual loan portfolios from originators 
amounting to Rs. 375 crores. These loans 
were purchased after the Corporation 
undertook due diligence of the retail loan 
portfolios. The assignment of all right, title' 
and interest, along with the underlying security 
of the purchased portfolios are in favour 
of the Corporation. 

The Corporation has sold a part of its 
non-individual loan portfolio amounting to 
Rs. 530 crores. These loans have been 
tranched and accordingly assigned to the 
purchaser. The Corporation, however, 
continues to hold the security of these 
loans on a pari passu basis with the purchaser. 

Repayments 

During the year under review, Rs. 13,589 
crores were received by way of scheduled 


Funds Employed 

(Rs. in crores) 



Net Worth | Term Borrowings Deposits 


repayment of principal through monthly 
instalments as well as redemptions ahead 
of schedule, as compared to Rs. 10,662 
crores received last year. 

Loan Portfolio 

As at March 31, 2007, the loan book stood 
at Rs. 56,512 crores as against Rs. 44,990 
crores in the previous year - an increase 
of 26%. 

The loan portfolio (including loans outstanding, 
deposits and investments in debentures 
for financing real estate related projects) 
as at March 31, 2007 amounted to 
Rs. 57,988 crores as against Rs. 46,492 
crores in the previous year, representing 
an increase of 25%. 

Foreign Currency Convertible Bonds 
(FCCB) 

In September 2005, the Corporation concluded 
the issue of USD 500 million zero coupon 
FCCB. The bonds are convertible at any 
time into equity shares of the Corporation 
of the face value of Rs. 10 each from 
August 24, 2006 up to July 29, 2010, at 
the option of the holders, at Rs. 1,399 
per equity share, representing a conversion 
premium of 50% over the initial reference 
share price. The premium payable on 
redemption of the bonds is charged to 
the Securities Premium Account over the 
life of the bonds. If not converted, the 
bonds would be redeemed on September 
27, 2010 with a yield to maturity of 4.62% 
per annum. 

To facilitate the conversion of FCCB into 
equity shares, you had through a resolution 
at the last Annual General Meeting (AGM), 
approved the increase in the authorised 
share capital of the Corporation to 
Rs, 275 crores. Up to March 31, 2007, 
none of the bonds have been converted 
into equity shares. 

Resource Mobilisation 

Subordinated Debt 

During the year, the Corporation raised 
Rs. 475 crores through the issue of long- 
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term Unsecured Redeemable Non-Convertible 
Subordinated Debentures. The subordinated 
debt was assigned a 'AAA' rating from 
both CRISIL Limited (CRISIL) and ICRA 
Limited (ICRA). 

As at March 31, 2007, the Corporation's 
outstanding subordinated debt was 
Rs. 1,375 crores. The debt is subordinated 
to present and future senior indebtedness 
of the Corporation. Based on the balance 
term to maturity, as at March 31, 2007, 
Rs. 1,295 crores of the book value of 
subordinated debt is considered as Tier 
II under the guidelines issued by the National 
Housing Bank (NHB) for the purpose of 
capital adequacy computation. 

Domestic Term Loans 

During the year, the Corporation raised 
loans amounting to Rs. 14,328 crores from 
commercial banks and financial institutions, 
of which Rs. 5,666 crores were under the 
priority sector category of commercial banks. 
The tenors of these loans are generally 
short to medium term. 

Refinance from NHB 

NHB has an internal rating mechanism for 
housing finance companies (HFCs) and 
the Corporation has been assigned the 
highest rating for its refinance schemes 
by NHB. During the year, the Corporation 
has not drawn any refinance under NHB’s 
Refinance Scheme to Housing Finance 
Companies, 2003. 

Non-Convertible Debentures (NCD) 

During the year, the Corporation issued 
NCDs amounting to Rs. 8,165 crores on 
a private placement basis. The Corporation 
bought back debentures amounting to 
Rs. 437 crores. 

The Corporation’s NCD issues have been 
listed on the Wholesale Debt Market segment 
of the National Stock Exchange of India 
Limited (NSE). The Corporation's NCDs 
have been assigned the highest rating of 
'AAA’ by both CRISIL and ICRA. 


Loan Quality & 
Provision for Contingencies 

(%) 

15 rs 


Sj 



2003 2004 2005 2006 2007 


II Provision for Contingencies as a % of Portfolio 
Six Month Gross NPLs as a % of Portfolio 
■ Three Month Gross NPLs as a % of Portfolio 

Portfolio includes loans and investments in 
debentures and corporate deposits for financing 
real estate projects. 

Refinancing of External Commercial 
Borrowing 

In June 2003, the Corporation had signed 
a loan agreement with International Finance 
Corporation (IFC) for a loan of USD 200 
million, of which USD 100 million was drawn 
as a direct loan from IFC and USD 100 
million was a syndicated loan. During the 
year, in accordance with the External 
Commercial Borrowings guidelines as 
stipulated by the Reserve Bank of India 
(RBI), the Corporation refinanced an amount 
of USD 160 million from IFC. The refinancing 
was in two syndicated tranches of USD 
80 million each, with a tenor of 4.5 years 
and 2.5 years respectively. The refinancing 
of the loan has resulted in a savings for 
the Corporation. IFC continues to remain 
the lender on record. 

Deposits 

Growth in retail deposits picked up during 
the financial year under review, despite 
competition from banks and mutual funds. 
As at March 31,2007, outstanding deposits 
stood at Rs. 10,384 crores as against 
Rs. 8,741 crores in the previous year. The 


depositor base stood at approximately 10 
lac depositors. 

CRISIL and ICRA have for the twelfth 
consecutive year, reaffirmed their ‘AAA' 
rating for HDFC's deposits. This rating 
represents 'highest safety’ as regards timely 
repayment of principal and interest. 

Public deposits constitute approximately 
65% of the total deposits of the Corporation. 

The support of the agents and their 
commitment to the Corporation has been 
instrumental in HDFC’s deposit products 
continuing to be a preferred investment 
for households and trusts. 

Unclaimed Deposits 

As of March 31, 2007 public deposits 
amounting to Rs. 138.38 crores had not 
been claimed by 28,901 depositors. Since 
then, 10,587 depositors have claimed or 
renewed deposits of Rs. 60.25 crores. 
Depositors were intimated regarding the 
maturity of deposits with a request to either 
renew or claim their deposits. 

As per the provisions of Section 205C of 
the Companies Act, 1956, deposits remaining 
unclaimed for a period of seven years from 
the date they became due for payment 
have to be transferred to the Investor 
Education and Protection Fund (IEPF) 
established by the Central Government. 
Accordingly, during the year, an amount 
of Rs. -18.46 lacs has been transferred to 
the IEPF. No additional amounts are 
transferable to the IEPF. 

KfW Lines/Grant 

During the year, HDFC approved 8 new 
schemes in the area of low-income housing 
and micro-enterprise financing by way of 
financial intermediation to partner non¬ 
government organisations (NGOs) and micro¬ 
finance institutions. These schemes have 
been approved out of the third line from 
Kreditanstalt fur Wiederaufbau (KfW), of 
Euro 15.3 million. The ensuing projects 
are designed for the economically weaker 
sections of society to improve their access 
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to institutional credit. Against the cumulative 
loan approvals of Rs. 77.79 crores, HDFC 
has disbursed Rs. 71.02 crores as at March 
31, 2007. 

During the year, KfW carried out an evaluation 
of the fourth line of grant to HDFC, earmarked 
for rehabilitation of rural poor affected by 
the Gujarat earthquake. KfW has assigned 
the project the highest performance rating 
for evaluation of development projects. 

Non-Performing Loans 

With effect from March 31,2005, NHB revised 
the prudential norms for recognising non¬ 
performing assets (NPAs) wherein NPAs 
are recognised on the basis of 90 days 
overdue compared to the earlier norm of 
recognising NPAs on a six months past 
due basis. 

Gross non-performing loans defined as 
loans where the instalments are outstanding 
for more than 90 days as at March 31, 
2007 amounted to Rs. 533.82 crores. This 
is equivalent to 0.92% of the portfolio (as 
against 0.96% in the previous year) comprising 
loans as well as debentures issued by 
corporates and corporate deposits placed 
for financing their real estate projects. 


Composition of Loans Outstanding (%) 
(Net of Securitised Loans) 

(As at March 31, 2007) 



Individuals - 66% 
£| Corporates - 32% 
H Others - 2% 


NHB has introduced a general provisioning 
of 0.4% on outstanding standard non-housing 
loans to be implemented in a phased manner. 
As at March 31,2007, a general provisioning 
of 0.1% is to be made and is to be scaled 
up by 0.1% each, over the next three quarters. 
The Corporation, however, has made the 
entire additional provisioning of 0.4% in 
the year under review. 

In terms of the prudential norms as stipulated 
by NHB, the Corporation is required to 
carry a provision of Rs. 151.29 crores in 
respect of non-performing assets and a 
general provision on outstanding standard 
non-housing loans. 

Based on a six months overdue basis, 
the non-performing loans as at March 31, 
2007 stood at 0.77% of the loan portfolio 
as against 0.79% in the previous year. 

The balance In the provision for contingencies 
account as at March 31, 2007 stood at 
Rs. 409.66 crores, which is equivalent to 
0.71% of the portfolio. 

The Securitisation and Reconstruction of 
Financial Assets and Enforcement of Security 
Interest Act, 2002 (SARFAESI) has proved 
to be a useful recovery tool and the 
Corporation has been able to successfully 
initiate recovery action under this Act in 
the case of willful individual and corporate 
defaulters. 

Regulatory Guidelines/Amendments 

HDFC has complied with the Housing Finance 
Companies (NHB) Directions, 2001 prescribed 
by NHB regarding accounting standards, 
prudential norms for asset classification, 
income recognition, provisioning, capital 
adequacy, concentration of credit and credit 
rating. 

During the year under review, the risk weight 
for commercial real estate loans were raised 
from 125% to 150%. The risk weight on 
individual housing loans continued to remain 
at 75%. 

NHB introduced draft guidelines for Reverse 
Mortgages while the RBI has put out draft 
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guidelines on Operations of Mortgage 
Guarantee Companies, both of which augur 
well for the housing finance system. 

HDFC's capital adequacy ratio stood at 
12.9% of the risk weighted assets, as against 
the minimum requirement of 12%. Tier 1 
capital was 7.6% against a minimum 
requirement of 6%. 

‘Know Your Customer’ (KYC) Guidelines 
and Anti Money Laundering (AML) 
Standards 

NHB has issued comprehensive KYC 
guidelines in the context of recommendations 
made by the Financial Action Task Force 
on Anti Money Laundering Standards and 
on Combating Financing of Terrorism 
Standards. As stipulated and in accordance 
with the guidelines set out by NHB, the 
Corporation has put in place a policy 
framework on KYC and AML measures 
which has been approved by the Board 
of Directors. 

In order to comply with KYC procedures, 
appropriate systems and processes have 
been implemented by the Corporation to 
understand its customers and their financial 
dealings better, and thereby manage risks 
prudently. Further, in accordance with the 
'Prevention of Money Laundering Act, 2002, 
the Rules and Guidelines’ issued by NHB, 
the Corporation has put in place procedures 
and systems to ensure regular 
monitoring and reporting of suspicious 
transactions. 

Fair Practices Code 

The Fair Practices Code framed by NHB 
seeks to promote good and fair practices 
by setting minimum standards in dealing 
with customers, increase transparency so 
that customers have a better understanding 
of what they can .reasonably expect of the 
services being offered, encourage market 
forces through competition to achieve higher 
operating standards, promote fair and cordial 
relationship between customers and the 
housing finance company and foster 
confidence in the housing finance system. 
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In this context, HDFC has formulated a 
suitable framework for Fair Practices Code 
that has been approved by the Board of 
Directors. 

Marketing and Distribution 

HDFC’s distribution network spans 234 outlets 
which include 43 offices of the wholly owned 
distribution company, Home Loan Services 
India Private Limited (HLSIL), In addition, 
HDFC covers over 90 locations through 
its outreach programmes, These programmes 
are conducted in locations where HDFC 
does not have a permanent presence. 
Capitalising on the wide geographic 
distribution, HDFC’s marketing efforts 
continued to concentrate on developing 
a stronger distribution network and sharpening 
its focus on key market segments. 

HLSIL, a wholly owned subsidiary of HDFC, 
provides the Corporation with a dedicated 
sales force to sell home loans. Home loans 
are also marketed through an arrangement 
with HDFC Bank Limited. In value terms, 
loans originated by HLSIL, HDFC Bank 
and other Direct Selling Agents accounted 
for 65% of individual loans disbursed. 

All third party channels only source loans 
for the Corporation. HDFC continues to 
retain control over the credit, legal and 
technical appraisal, hence there is no 
compromise on the quality of the loan, 

HDFC organised a series of home exhibitions 
and campaigns for different customer 
segments such as budget homes and luxury 
homes. Under various promotional activities, 
HDFC offered special festive and seasonal 
bonanzas and conducted market research 
studies to better understand customer 
preferences. 

During the year, HDFC opened an office 
in London to cater to the needs of non¬ 
resident Indians (NRIs). HDFC also has 
an office in Dubai and service associates 
in Kuwait, Oman, Qatar, Sharjah, Abu Dhabi, 
Saudi Arabia - Al Khobar, Jeddah and 
Riyadh. 


Cross Selling and Distribution of Financial 
Products and Services 

HDFC’s subsidiary companies have strong 
synergies with HDFC and hence efforts 
are channeled into cross selling so as to 
offer customers a wide range of financial 
products and services under the 'HDFC' 
brand. 

HDFC is a Composite Corporate Agent 
for HDFC Standard Life Insurance Company 
Limited (HDFC-SL) and HDFC Chubb General 
Insurance Company Limited (HDFC-CHUBB). 

International Housing Finance Initiatives 

In September 2006, the executive director, 
Ms, Renu Sud Karnad, was nominated as 
the President of the International Union 
for Housing Finance (IUHF). The IUHF is 
an international trade'association with 
members from over 60 countries worldwide. 
The IUHF serves as a primary source of 
information for trends and innovations in 
housing finance and mortgage lending around 
the world. Senior executives of the Corporation 
were invited to speak at the twenty-sixth 
IUHF World Congress held in Canada. 

HDFC’s expertise in housing finance is 
well regarded and therefore a number of 



existing and new housing finance companies 
in various parts of the world are keen 
to tap HDFC for training, strategic 
input and technical assistance in housing 
finance. 

During the year, senior executives of the 
Corporation were invited to Egypt, Indonesia, 
Kenya, Maldives, Mauritius, Nigeria and 
Pakistan on various consultancy and training 
assignments in housing finance. 

In November 2006, the Corporation conducted 
an international training programme on "Housing 
Finance Management” at its training centre, 
Centre for Housing Finance, located at Lonavla, 
India. Participants from Bangladesh, Egypt, 
Kenya, Malawi, Mauritius, Oman, South Africa, 
Sri Lanka, Thailand and United Arab Emirates 
attended a week-long residential training 
programme, The participants also attended 
hands-on attachment programmes at the 
Corporation’s offices. 

Shelter Assistance Reserve (SAR) 

During the year, HDFC continued participating 
in and supporting projects undertaken by 
NGOs, local institutions and other development 
associations through the SAR. During the 
year under review, a total of Rs. 4.68 crores 
was utilised out of the reserve towards a 
diverse set of developmental initiatives. 

Contributions were made towards the corpus 
of The Human Development Centre Trust, 
Vision Foundation of India, Lifeline Foundation 
and Mobile Creches, among several others. 
Some of the other activities and projects 
funded out of the reserve included the 
refurbishment of a Well Women’s Clinic 
in Naigaon, setting up of an Open School 
Programme for school dropouts in a suburb 
of Mumbai, maintenance and upgradation 
of an orphanage in Pune and supporting 
the purchase of the ‘Jaipur Foot’ for 
handicapped people across India. 

Training and Human Resource Management 

HDFC continued its strong focus on training 
and development during the year. The 
Corporation recognises that enhancing the 
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competency levels of its staff members 
is essential to ensure customer satisfaction 
and sustained growth. During the year, 
several training initiatives were undertaken 
to upgrade knowledge and skills in functional 
areas such as credit, legal, marketing, 
recoveries and accounts. Training programmes 
were designed and conducted for Operations 
teams with the objective of enhancing 
customer experiences in the loan acquisition 
process. Various initiatives were undertaken 
to upgrade the knowledge of staff members 
on Anti-Money Laundering and Risk 
Management. 

Staff members were nominated for various 
national and international training programmes 
in housing finance, infrastructure, micro¬ 
finance, corporate social responsibility, 
corporate governance, banking and financial 
services, derivatives, information technology 
and general management. 

Awards and Recognitions 

During the year, the Corporation was selected 
as the best Indian company in the ‘Financial 
Institutions/Non-Banking Financial Companies/ 
Financial Services’ category at the Dun 
& Bradstreet - American Express Corporate 
Awards, 2006. The Corporation also received 
accolades from Finance Asia, ranking HDFC 
among India’s best five companies for 2006. 

As regards the home loan business, HDFC 
received the following accolades and awards: 

• Featured in the Limca Book of Records, 
2006 for the landmark achievement of 
Rs. One Lac Crores in home loan approvals; 

• ‘Best Home Loan Provider’ at the Zee 
Business Pinnacle Awards; and 

• Best ‘Investment Management in India’ 
at the EUROMONEY 2006 Real Estate Awards. 

On the marketing and strategy front, HDFC 
was honoured with the ‘Best Strategy' award 
at the 4Ps Business, Marketing & Advertising 
Power Awards, 2006 and has received the 
‘Business Superbrand’ status for the past 
two consecutive years. 


Subsidiary Companies 

In terms of the approval granted by the 
Ministry of Company Affairs, Government 
of India, the provisions of Section 212(1) 
of the Companies Act, 1956 shall not 
apply in respect of the Corporation’s 
thirteen subsidiaries. Accordingly, a copy 
of the balance sheet, profit and loss 
account, report of the Board of Directors 
and Report of the Auditors of the following 
subsidiary companies of the Corporation 
- HDFC Developers Limited, HDFC 
Investments Limited, HDFC Holdings 
Limited, HDFC Asset Management 
Company Limited, HDFC Trustee Company 
Limited, HDFC Realty Limited, HDFC 
Standard Life Insurance Company Limited, 
HDFC Chubb General Insurance Company 
Limited, GRUH Finance Limited, Home 
Loan Services India Private Limited, HDFC 
Ventures Trustee Company Limited, HDFC 
Venture Capital Limited and HDFC Property 
Ventures Limited, have not been attached 
to the balance sheet of the Corporation 
for the financial year ended March 31, 
2007. 

The Annual Report of the Corporation, 
the annual accounts and the related 
documents of the Corporation's subsidiary 
companies are posted on the website of 
the Corporation, www.hdfc.com. Shareholders 
who wish to have a copy of the annual 
accounts and detailed information on any 
subsidiary company can download the 
same from the website or may write to 
the Corporation for the same. Further, 
the said documents shall be available 
for inspection by the shareholders at the 
registered office of the Corporation and 
at the office of the respective subsidiary 
company. 

The Corporation has not made any loans 
or advances in the nature of loans to any 
of its subsidiary or associate company 
or companies in which its directors are 
interested, other than in the ordinary course 
of business. 


Review of Key Subsidiary and Associate 
Companies 

HDFC Bank Limited (HDFC Bank) 

HDFC and HDFC Bank continue to maintain 
an arm’s length relationship in accordance 
with the regulatory framework. Both 
organisations, however, have capitalised 
on the strong synergies through a system 
of referrals, special arrangements and cross¬ 
selling in order to effectively provide a 
wide range of products and services under 
the HDFC brand name. 

During the year, gross advances of HDFC 
Bank grew by 30% to Rs. 49,780 crores. 
This was driven by a growth of 33% in 
retail advances to Rs. 28,327 crores and 
an increase of 25% in wholesale advances 
to Rs. 21,453 crores. Expansion in the 
distribution network was stepped up with 
the number of branches (including extension 
counters) increasing from 535 (in 228 cities) 
to 684 (in 316 cities). 

For the year ended March 31, 2007, HDFC 
Bank reported a profit after tax of Rs. 1,142 
crores as against Rs. 871 crores in the 
previous year, representing an increase 
of 31%. HDFC Bank recommended a dividend 
of 70% as against 55% in the previous 
year. 

HDFC together with its wholly owned 
subsidiaries, HDFC Investments Limited 
and HDFC Holdings Limited holds 
21.56% of the equity share capital of 
HDFC Bank. 

HDFC Standard Life Insurance Company 
Limited (HDFC-SL) 

Gross premium income for the year ended 
March 31, 2007 stood at Rs. 2,856 crores 
as compared to Rs. 1,570 crores in the 
previous year - a growth of 82%. The 
cumulative sum assured in respect of policies 
issued increased to Rs. 67,193 crores from 
Rs. 47,730 crores last year. 

The directors of HDFC-SL have declared 
the company’s fifth bonus for its participating 
“with profits" policy holders. 
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The company has a portfolio of 21 retail 
products and 6 group products covering 
saving, investment, protection and retirement 
needs of the customers, along with five 
optional rider benefits. 

HDFC-SL covers over 693 cities and towns 
in India through its offices in the country 
with over 79,000 financial consultants 
appointed by the company. HDFC-SL also 
has 833 corporate agents and other sales 
intermediaries including banks for distribution 
of insurance products. 

HDFC-SL has reported a loss of Rs. 125,56 
crores for the year ended March 31, 2007. 
Like most life insurance companies in the 
initial phase, HDFC-SL has reported losses, 
This is essentially due to the accounting 
norms applicable to insurance companies 
wherein the commission expenses are charged 
upfront in the year in which they are incurred 
while the corresponding income is recognised 
over the entire life of the policies issued. 
The mismatch between expenses and income 
has the effect of magnifying the initial losses 
of HDFC-SL. 

HDFC holds 81.9% of the equity share 
capital of HDFC-SL. 

HDFC Asset Management Company Limited 
(HDFC-AMC) 

As at March 31, 2007, HDFC-AMC managed 
29 debt and equity oriented schemes of 
HDFC Mutual Fund. The total assets under 
management as at March 31, 2007 stood 
at Rs. 36,421 crores, which is inclusive 
of Rs. 8,063 crores of assets under 
discretionary portfolio management/advisory 
services, as compared to Rs, 26,426 crores 
in the previous year. The number of investor 
accounts increased to over 21 lacs as at 
March 31, 2007 as compared to 14 lacs 
in the previous year. 

As at March 31, 2007, HDFC-AMC has 
points of acceptances in 94 locations across 
the country, HDFC continues to distribute 
products for the mutual fund. 

For the year ended March 31, 2007, HDFC- 
AMC reported a profit after tax of Rs. 67.54 


crores as against Rs. 45.48 crores in the 
previous year, representing a growth of 
49%. During the year, an interim dividend 
of 60% was paid in March 2007 and a 
final dividend of 40% was recommended, 
making a total dividend of 100% as against 
70% in the previous year. 

HDFC holds 50.1% of the equity share 
capital of HDFC-AMC. 

Intelenet Global Services Private Limited 
(Intelenet) 

Intelenet is a business process outsourcing 
venture between HDFC and Barclays Bank 
pic., each holding a 50% equity stake. 

The company's key clientele include reputed 
organisations from the USA and UK. In 
addition to providing call centre services, 
back office operations and e-mail 
management, the company also provides 
financial, accounting and technical helpdesk 
services to its clients. The company has 
fifteen centres of operations across Mumbai, 
Pune, New Delhi, Mohali, Kolkata, Chennai 
and Bangalore. 

For the year ended March 31, 2007, total 
revenue was Rs. 382.88 crores as against 
Rs. 271.53 crores in the previous year. 
EBIDTA stood at Rs. 54.39 crores. 

HDFC Chubb General Insurance Company 
Limited (HDFC-CHUBB) 

HDFC-CHUBB offers motor insurance, 
commercial insurance, home insurance, 
group and retail accident and travel insurance 
and specialty insurance products. 

Gross Written Premium for the year stood 
at Rs. 196.78 crores. While motor insurance 
accounts for a major share in the overall 
business, the company continues to diversify 
its business mix in favour of other products. 

HDFC-CHUBB has a presence in 27 locations 
in India and an agency force of over 189 
people to distribute the company’s products. 
The company also continues to leverage 
on HDFC’s distribution capability to drive 
retail sales growth. 

During the year, HDFC-CHUBB reported 
a profit after tax of Rs. 2 crores. 


As at March 31, 2007, HDFC held 74% of 
the equity share capital of HDFC-CHUBB 
and the balance 26% was held by Chubb 
Global Financial Services Corporation, USA 
(Chubb Global). Subsequently, in May 2007, 
the Corporation has agreed with Chubb 
Global to acquire the entire 26% shareholding 
of Chubb Global in HDFC-CHUBB. HDFC 
has also received the requisite approvals 
from the Insurance Regulatory & Development 
Authority for the said transaction. Consequent 
to the acquisition, HDFC-CHUBB would 
become a 100% subsidiary of the Corporation. 

HDFC Venture Capital Limited (HVCL) 

HVCL is the investment manager to HDFC 
Property Fund, a registered venture capital 
fund with the Securities and Exchange Board 
of India (SEBI). 

HDFC Property Fund currently has two 
schemes. The first scheme is HDFC India 
Real Estate Fund (HI-REF), with a corpus 
of Rs. 1,000 crores, of which 90% of the 
funds have been invested as at March 
31,2007, The scheme has made investments 
in unlisted equity and equity-linked instruments 
of companies engaged in real estate activities 
such as large mixed developments, IT parks, 
residential projects and commercial offices. 
During the year, HI-REF also successfully 
divested from one of the investments. 

The second scheme, HDFC IT Corridor 
Fund has a corpus of Rs. 464.40 crores. 
This scheme has disbursed the entire corpus 
in rental income yielding commercial properties 
in major cities in India. 

During the year, HVCL made a profit after 
tax of Rs. 11.35 crores as compared to 
Rs. 9.08 crores in the previous year. The 
directors have approved payment of an 
interim dividend, of Rs, 160 per share 
as against Rs. 120 per share in the 
previous year. 

HDFC holds 80.5% of the equity share 
capital of HVCL. 

GRUH Finance Limited (GRUH) 

GRUH is a housing finance company with 
operations primarily in the states of Gujarat 
and Maharashtra. 
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During the year, GRUH disbursed loans 
amounting to Rs, 474.21 crores as against 
Rs. 360.17 crores in the previous year, 
representing a growth of 32%. 

For the year ended March 31, 2007, GRUH 
reported a profit after tax of Rs. 29.61 
crores as compared to Rs. 21,68 crores 
in the previous year - an increase of 37%. 
The company recommended a dividend 
of 30% as compared to 25% in the previous 
year, 

HDFC’s holding in GRUH currently stands 
at 61.5%. 

Home Loan Services India Private Limited 
(HLSIL) 

HLSIL continues to strengthen the 
Corporation's marketing and sales efforts 
by providing a dedicated sales force to 
sell home loans. HDFC together with HDFC 
Investments Limited hold the entire share 
capital of HLSIL. 

HLSIL has a presence in 116 locations. 
During the period under review, HLSIL sourced 
loans accounting for 36% of individual loans 
disbursed by HDFC. 

Particulars of Employees 

HDFC had 1,388 employees as of March 
31,2007 (previous year 1,343). During the 
year, 16 employees were in receipt of 
remuneration of Rs. 24 lacs or more 
per annum. 

In accordance with the provisions of Section 
217(2A) of the Companies Act, 1956 and 
the rules framed thereunder, the names 
and other particulars of employees are 
set out in the annex to the Directors’ Report. 
In terms of the provisions of Section 
219(1)(b)(iv) of the Companies Act, 1956, 
the Directors’ Report (excluding the annex) 
is being sent to all the shareholders of 
the Corporation. Any shareholder interested 
in obtaining a copy of the said annex may 
write to the company secretary at the 
registered office of the Corporation. 

Employees Stock Option Scheme (ESOS) 

During the year, the Corporation has not 
granted any stock options. The stock options 


granted to the employees operate under 
three schemes, namely ESOS-99, ESOS- 
02 and ESOS-05. The options were granted 
as per the pricing formula approved by 
you i.e. at the average of the closing price 
of the shares during the period of one 
month preceding the date of grant under 
ESOS-99 and ESOS-02 and at the latest 
available closing price on the stock exchange 
having the higher trading volume under 
ESOS-05, 

During the year, 35,35,432 options were 
vested under ESOS-05. The options exercised 
during the year aggregated to 34,42,674, 
of which 9,105 was under ESOS-99, 3,50,225 
under ESOS-02 and 30,83,344 under ESOS- 
05. The total amount realised due to exercise 
of options as aforesaid was Rs. 292.17 
crores. As a result, 34,42,674 shares of 
Rs. 10 each have been allotted. 

During the year, 1,34,893 options lapsed. 
Options in force as on March 31, 2007 
stood at nil under ESOS-99, 29,106 under 
ESOS-02 and 42,40,374 under ESOS-05, 
There have been no variations made during 
the year in the terms of the options granted 
earlier. 

Listed below are disclosure requirements 
in accordance with the SEBI (Employee 
Stock Option Scheme and Employee 
Stock Purchase Scheme), Guidelines, 
1999 in respect of options granted after 
June 30, 2003: 

Options under ESOS-05 were granted on 
October 25, 2005. The options were granted 
at the market price and hence the intrinsic 
value of the option is nil. Consequently, 
the accounting value of the option 
(compensation cost) was also nil. However, 
if the fair value of the options using the 
Black-Scholes model was used, considering 
the assumptions as of the date of grant, 
the compensation cost, net of taxes, would 
have been Rs, 27.12 crores (gross 
Rs. 40.88 crores), the profit after tax would 
have been lesser by Rs. 27.12 crores and 
the basic and diluted EPS would have been 
Rs. 61.57 and Rs. 57.24 respectively. 


All the options were granted at an exercise 
price of Rs. 912.90 per option and hence 
the weighted average exercise price is 
Rs. 912.90 per option. The weighted average 
fair value of the option (using the Black- 
Scholes model) works out to Rs. 105.50. 

The diluted earnings per share (EPS) is 
Rs. 58.25 against a basic EPS of Rs. 62.65. 

Unclaimed Dividend 

As at March 31, 2007, dividend amounting 
to Rs. 5.10 crores has not been claimed 
by shareholders of the Corporation. The 
Corporation has been intimating the 
shareholders to lodge their claim for dividend 
from time to time, 

Dividend amounting to Rs, 16.65 lacs that 
has not been claimed by the shareholders 
for the financial year 1998-99 has been 
transferred to the IEPF on September 6, 
2006 in accordance with the current 
regulations. Unclaimed dividend amounting 
to Rs. 25.08 lacs for the financial year 
1999-00 (special millennium interim dividend) 
has also been transferred to the IEPF on 
May 5, 2007. Unclaimed dividend amounting 
to Rs. 20.17 lacs in respect of the second 
interim dividend for the financial year 1999- 
GO, is due for transfer in June 2007 In 
terms of Section 2050 of the Companies 
Act, 1956, no claims would lie against the 
Corporation or the said Fund after the said 
transfers. 

Particulars Regarding Conservation of 
Energy, Technology Absorption and Foreign 
Exchange Earnings and Outgo 

The particulars regarding foreign exchange 
earnings and expenditure appear as Item 
No, 14 in the Notes to the Accounts. Since 
HDFC does not own any manufacturing 
facility the other particulars relating to 
conservation of energy and technology 
absorption as stipulated in the Companies 
(Disclosure of Particulars in the Report 
of the Board of Directors) Rules, 1988 are 
not applicable. 

Directors 

With effect from October 19, 2006, Dr. Vijay 
Kelkar was appointed as a special director 
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in terms of Articles 125 and 126 of the 
Articles of Association of the Corporation. 

In accordance with the Companies Act, 
1956 and the Articles of Association of 
HDFC, Mr. Keshub Mahindra, Mr. D. M. 
Sukthankar and Mr. N. M. Munjee retire 
by rotation at the ensuing AGM. They are 
eligible for re-appointment. 

Necessary resolutions for the re-appointment 
of the aforesaid directors have been included 
in the notice convening the ensuing AGM. 

None of the directors are disqualified from 
being appointed as directors as specified 
in terms of Section 274 (1)(g) of the 
Companies Act, 1956. 

Auditors 

Messrs Deloitte Haskins & Sells, Chartered 
Accountants, is a well-reputed international 
audit firm. Messrs S. B. Billimoria & Co,, 
the Corporation's present statutory auditors 
are associated to Deloitte Haskins & Sells. 
Some of the partners of Messrs S, B. Billimoria 
& Co, are also partners in Messrs Deloitte 
Haskins & Sells. 

Messrs S. B, Billimoria & Co. has 
recommended the appointment of Messrs 
Deloitte Haskins & Sells as statutory auditors 
of the Corporation. It has been mutually 
decided that the Corporation would benefit 
from international best practices of Messrs 
Deloitte Haskins & Sells. Accordingly, Messrs 
S. B. Billimoria & Co., who hold office 
until the conclusion of the ensuing AGM, 
has vide their letter dated April 26, 2007, 
informed the Corporation that they do not 
want to be re-appointed. The board places 
on record its appreciation for the services 
rendered by Messrs S. B. Billimoria & Co. 
as the statutory auditors of the Corporation 
since inception of the Corporation. 

Pursuant to the provisions of Sections 190 
and 225 of the Companies Act, 1956, the 
Corporation has received a special notice 
from a member of the Corporation signifying 
his intention to propose the name of 
Messrs Deloitte Haskins & Sells as the 
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statutory auditors of the Corporation to 
hold office from the conclusion of the ensuing 
AGM until the conclusion of the next AGM 
for the purpose of audit of the Corporation’s 
accounts at the head office as well as at 
all branch offices of the Corporation in 
India and London, UK, along with a deposit 
of Rs, 500 as required under the said Act. 

The Corporation has also received a 
confirmation from Messrs Deloitte Haskins 
& Sells to the effect that their appointment, 
if made, would be within the limits prescribed 
under Section 224(1 B) of the Companies 
Act, 1956. 

Messrs Pannell Kerr Forster, Chartered 
Accountants, were appointed as the branch 
auditors to audit the accounts at HDFC’s 
branch office in Dubai. Their term expires 
at the end of the forthcoming AGM and 
they are eligible for re-appointment. 

Directors’ Responsibility Statement 

In accordance with the provisions of Section 
217(2AA) of the Companies Act, 1956 and 
based on the information provided by the 
management, your directors state that: 

i. In the preparation of annual accounts, 
the applicable accounting standards have 
been followed; 

i i. Accounting policies selected were applied 
consistently. Reasonable and prudent 
judgements and estimates were made so 
as to give a true and fair view of the state 
of affairs of the Corporation as at the end 
of March 31, 2007 and of the profit of the 
Corporation for the year ended on that 
date; 

iii. Proper and sufficient care has been 
taken for the maintenance of adequate 
accounting records in accordance with the 
provisions of the Companies Act, 1956 
for safeguarding the assets of the Corporation 
and for preventing and detecting frauds 
and other irregularities; 

iv. The annual accounts of the Corporation 
have been prepared on a going concern 
basis. 
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Management Discussion and Analysis 
Report 

In accordance with Clause 49 of the listing 
agreements, the Management Discussion 
and Analysis Report forms a part of this 
report. 
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Report of the Directors on Corporate 
Governance 

Sound governance practices and responsible corporate behaviour contribute to superior long-term performance of companies. 
Best practices on governance issues is an evolutionary and continuing process. There is no single template to define good 
governance. Broadly, however, corporate governance practice embodies the dual goals of protecting the interests of all stakeholders 
while respecting the duty of the board and senior management to oversee the affairs of a company, ensure accountability, 
inculcate integrity and promote long-term growth and profitability. 

A number of financial irregularities across the globe have made regulators think of new ways to ensure transparency, integrity 
and accountability. Corporate governance codes are constantly being revised. Today, more than any time in our history, boardroom 
discussion is focused on issues of governance, accountability and disclosure. The voice of shareholder activism has never been 
louder and the focus of regulators perhaps never so intense, In India, corporate governance codes are now being amended 
through consensus and dialogue between practitioners and regulators. 

The spirit of good corporate governance cannot be codified. Regulatory compliance only ensures a minimum threshold limit for 
accountability. The ethical role of directors is crucial, The ’tone at the top' that directors set by action and example is the pivot of 
the overall ethical environment of their companies. 

Corporate Governance at HDFC 

HDFC encompasses the simple tenets of integrity, transparency and fairness in whatever it does. Each relationship that HDFC 
has, be its borrowers, depositors, agents, shareholders or other stakeholders is highly valued by the organisation. 

Across the organisation, HDFC has always followed an open-door policy. This not only ensures transparency, but also enables 
rapport building and gives employees an opportunity to freely address issues of concern. HDFC’s philosophy has always been to 
implement and practice its beliefs and values rather than spend' copious efforts codifying its value systems. 

The Board of Directors fully supports and endorses corporate governance practices in accordance with the provisions of 
Clause 49 of the listing agreements. The Corporation has complied with the mandatory requirements of the said Clause and 
listed below is the status with regard to the same 
Board of Directors 
Composition 

The Board of Directors comprises fourteen members, of which eleven are non-executive directors. The three executive directors 
include the Chairman, the Managing Director and the Executive Director. Of the eleven non-executive directors, nine are independent 
directors. The independent directors have confirmed that they satisfy the criteria laid for independent director as stipulated in 
Clause 49 (I) (A) (iii) of the listing agreements. 

The directors bring to the board a wide range of experience and skills. Brief profiles of the directors are set out elsewhere in the 
annual report. The composition of the board is in conformity with the listing agreements. Details of the Board of Directors in 
terms of their directorships/ memberships in committees of public companies (excluding HDFC) are as under: 


Sr. No. 

Directors 

No. of 

Directorships 

No. of Committees 

Member 

Chairperson 

1 

Mr. Deepak S. Parekh (Chairman) 

11 

6 

4 

2 

Mr. Keshub Mahindra (Vice Chairman) 

5 

1 

1 

3 

Mr. Shirish B. Patel 

1 

0 

0 

4 

Mr. B. S. Mehta 

14 

9 

5 

5 

Mr. D. M. Sukthankar 

5 

2 

1 

6 

Mr. D. N. Ghosh 

3 

1 

1 

7 

Dr. S. A. Dave 

8 

8 

0 

8 

Mr. S. Venkitaramanan 

3 

1 

0 

9 

Dr. Ram S. Tarneja 

12 

7 

2 

10 

Mr. N. M. Munjee 

14 

9 

4 

11 

Mr. D. M. Satwalekar 

6 

2 

2 

12 

Dr. Vijay L. Kelkar+ 

10 

2 

0 

13 

Ms. Renu Sud Karnad (Executive Director) 

13 

5 

2 

14 

Mr. K. M. Mistry (Managing Director) 

10 

7 

3 
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Sr. Nos. 1. 13 and 14 are whole-time directors. In the case of whole-time directors, the number of directorships include directorships 
in HDFC group companies. 

Sr. Nos. 2 to 10 are independent directors. 

+Appointed as a Special Director under Articles 125 and 126 of the Articles of Association of the Corporation w.e.f. October 
19. 2006. 

Excluding the directorships mentioned above, Mr. Deepak S. Parekh is alternate director in 4 companies, Mr B S. Mehta in 2 
companies and Dr. Ram S. Tarneja in 1 company. 

Tenure 

The non-executive directors of the Corporation, as eligible, are liable to retire by rotation. One-third of the said directors are 
liable to retire every year and if eligible, offer themselves for re-appointment. 

Responsibilities 

The Board of Directors represents the interests of the Corporation's shareholders in optimising long-term value by providing the 
management with guidance and strategic direction on the shareholders' behalf. The board's mandate is to oversee the Corporation's 
strategic direction, review corporate performance, authorise and monitor strategic investments, ensure regulatory compliance 
and safeguard interests of all stakeholders. 

Role of Independent Directors 

Independent directors play a key role in the decision-making process of the board as they approve the overall strategy of the 
Corporation and oversee the performance of management. The independent directors are committed to acting in what they 
believe to be in the best interest of the Corporation and its stakeholders. 

The independent directors bring to the Corporation a wide range of experience, knowledge and judgement as they draw on their 
varied proficiencies in finance, housing, management, accountancy, law, public policy, engineering and corporate strategy. 
This wide knowledge of both, their field of expertise and boardroom practices helps foster varied, unbiased, independent and 
experienced perspectives. The Corporation benefits immensely from their inputs in achieving its strategic direction. 

The Audit Committee and Compensation Committee consist entirely of independent directors. The Investors' Grievance Committee 
has a majority of non-executive directors. These committees function within their defined terms of reference in accordance with 
the Companies Act, 1956, the listing agreements and as approved by the Board of Directors. The minutes of these committee 
meetings are circulated and discussed at the board meetings. 

Board members ensure that their work in other capacities do not impinge on their responsibilities as a director of HDFC. 

Board Meetings 

The meetings of the Board of Directors are normally held at the Corporation's registered office in Mumbai. Meetings are generally 
scheduled weli in advance and the notice of each board meeting is given in writing to each director. The board meets at least 
once a quarter to review the quarterly performance and the financial results of the Corporation. 

The company secretary in consultation with the Chairman and the Managing Director prepares a detailed agenda for the meetings. 
The board is provided with all the information as stipulated in Clause 49 of the listing agreements. The board papers, agenda 
and other explanatory notes are circulated to the directors in advance. The members of the board have access to all information 
of the Corporation. The members of the board are also free to recommend inclusion of any matter in the agenda for discussion. 
Senior management is invited to attend the board meetings so as to provide additional inputs to the items being discussed by 
the board. The minutes of each board/committee meeting are recorded and draft minutes circulated to all directors for their 
confirmation before being recorded in the Minute Books. The minutes of the board meetings of unlisted subsidiary companies of 
the Corporation are tabled at the board meetings. The board periodically reviews the statement of significant transactions and 
arrangements entered into by the unlisted subsidiary companies. 
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During the year under review, the board met six times. The meetings were held on May 2, 2006. July 18, 2006, October 19, 2006, 
December 6, 2006, January 24. 2007 and March 22, 2007. The attendance of directors at the last Annual General Meeting and 
board meetings, along with the sitting fees paid to them are listed below: 


Directors 

Board Meetings 

Attendance at the 

29th Annual 

General 

Meeting 

Number of 

Meetings Attended 

Sitting Fees 

Paid (Rs.) 

Mr. Deepak S. Parekh (Chairman) 

6 

- 

Yes 

Mr. Keshub Mahindra (Vice Chairman)* 

5 

50,000 

Yes 

Mr. Shirish B. Patel* 

4 

40,000 

Yes 

Mr. B. S. Mehta* 

5 

50,000 

Yes 

Mr. D. M. Sukthankar 

6 

60,000 

Yes 

Mr. D. N. Ghosh 

6 

60,000 

Yes 

Dr. S. A. Dave* 

5 

50,000 

Yes 

Mr. S. Venkitaramanan* 

5 

50,000 

Yes 

Dr. Ram S. Tarneja* 

5 

50,000 

Yes 

Mr. N. M. Munjee* 

4 

40,000 

No 

Mr. D. M. Satwalekar* 

5 

50,000 

Yes 

Dr. Vijay L. Kelkar* + 

3 

30,000 

NA 

Ms. Renu Sud Karnad (Executive Director) 

6 

- 

Yes 

Mr. K. M. Mistry (Managing Director) 

6 

- 

Yes 


* Obtained leave of absence. 


+Appointed as a Special Director under Articles 125 and 126 of the Articles of Association of the Corporation w.e.f. October 
19, 2006. 

Board Committees 

To enable better and more focused attention on the affairs of the Corporation, the board delegates particular matters to committees 
of the board set up for the purpose. These committees prepare the groundwork for decision-making and report at the subsequent 
board meeting. 

Audit Committee 

The Audit Committee solely comprises independent directors. The members of the committee are Dr. S. A. Dave (Chairman), 
Mr. B. S. Mehta and Mr. D. N. Ghosh. All the members of the committee are financially literate and have accounting and financial 
management expertise. The quorum for the meeting of the committee is two members. The company secretary is the secretary to 
the committee. 

The terms of reference of the Audit Committee inter alia includes overseeing the Corporation’s financial reporting process and 
disclosures of financial information. The prime responsibility of the Audit Committee is to review with management, the quarterly/ 
annual financial statements prior to recommending the same to the board for approval, 
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The committee also recommends to the board, the appointment or re-appointment of the statutory auditor and the audit fees 
payable. In addition, the committee approves payment of fees for other services rendered by the statutory auditor. The committee 
approves the appointment or re-appointment of internal auditors of the Corporation and the fees payable thereon. 

The Audit Committee’s functions include reviewing the adequacy of internal control functions and systems, its structure, reporting 
process, audit coverage and frequency of internal audits. The responsibility of the committee is to also review the findings of any 
internal investigation by the internal auditors in matters relating to suspected fraud or irregularity or failure in internal control 
systems of material nature and report the same to the board. 

The committee reviews the reports of the internal and statutory auditors and ensures that adequate follow-up action is taken by 
the management on observations and recommendations made by the respective auditors. In addition, the committee annually 
reviews the performance of the internal and statutory auditors to ensure that an objective, professional and cost effective 
relationship is being maintained. 

During the year under review, the committee inter alia reviewed the management discussion and analysis report, the efficacy of 
the risk management framework along with risk mitigation measures, the statement of significant related party transactions and 
management letters issued by the statutory and internal auditors. The committee periodically reviews the financial statements 
and investments made by unlisted subsidiary companies of the Corporation. The committee also assesses matters as mandated 
under the Companies Act, 1956 and the listing agreements as and when applicable. 

It is the Audit Committee's prerogative to invite senior executives whom it considers appropriate to be present at the meetings. 
Senior management and auditors are invited to participate in the meetings of the committee, as and when necessary. 

During the year under review, the committee met five times. The meetings were held on May 2, 2006, July 18, 2006, October 13, 
2006, October 19, 2006 and January 24, 2007. The committee also met prior to the finalisation of the accounts for the financial 
year ended March 31, 2007. The Chairman of the Audit Committee was present at the Annual General Meeting. 

The details of the attendance of the members of the committee along with sitting fees paid are listed below: 


Members 

Number of Meetings 

Sitting Fees Paid 


Attended 

(Rs.) 

Dr. S. A. Dave (Chairman) 

5 

50,000 

Mr. B. S. Mehta* 

4 

40,000 

Mr. D. N. Ghosh 

5 

50,000 


‘Obtained leave of absence 


Compensation Committee 

The Compensation Committee comprises solely independent directors. The members of the committee are Mr. Keshub Mahindra 
(Chairman), Mr. Shirish B. Patel and Mr. B. S. Mehta. 

The terms of reference of the committee are to review and recommend compensation payable to the executive directors and also 
to formulate and administer the employee stock option schemes, including the review and grant of options to eligible employees 
under these schemes. The committee also ensures that the compensation policy of the Corporation provides performance- 
oriented incentives for senior management. 

The annual compensation of executive directors is approved by the committee and is subject to the overall limits as approved 
by the shareholders. The commission payable to the non-executive directors is approved by the board and is subject to the 
overall limits as approved by the shareholders of the Corporation. During the year under review, the committee met once on 
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March 8, 2007. The details of the attendance of the members of the committee along with sitting fees paid are 
listed below: 


Members 

Number of Meetings 

Sitting Fees Paid 


Attended 

(Rs.) 

Mr. Keshub Mahindra (Chairman) 

1 

10,000 

Mr. Shirish B. Patel 

1 

10,000 

Mr. B. S. Mehta 

1 

10,000 


Investors’ Grievance Committee 

The Investors’ Grievance Committee comprises Dr. Ram S. Tarneja (Chairman), Mr. D. M. Satwalekar and Mr. K. M. Mistry. The 
company secretary is the secretary to the committee. The company secretary in his capacity as ‘compliance officer' is responsible 
for expediting the share transfer formalities. 

The committee is mandated to oversee share transfers and review and redress shareholder and depositor complaints. The 
committee also reviews service standards and investor service initiatives undertaken by the Corporation. During the year under 
review, the committee met twice on October 4, 2006 and March 1, 2007. 


The details of the attendance of the members of the committee along with sitting fees paid are listed below: 


Members 

Number of Meetings 

Sitting Fees Paid 


Attended 

(Rs.) 

Dr. Ram S Tarneja (Chairman) 

2 

20,000 

Mr. D. M. Satwalekar* 

1 

10,000 

Mr. K. M. Mistry 

2 

- 


‘Obtained leave of absence. 


During the year, the Corporation received a total of four complaints from shareholders, through the stock exchanges, the 
Securities and Exchange Board of India (SEBI) and the depositories. All these complaints were resolved within the Corporation’s 
adopted service standards. There were no pending complaints as at the end of the financial year. 

The Corporation has been defending three legal cases filed by shareholders relating to disputes over title to shares. 
The Corporation is not in agreement with the claims made by the said shareholders and these cases are not material in nature. 

No penalties or strictures have ever been imposed on the Corporation by any of the stock exchanges, SEBI or any statutory 
authority on any matter relating to capital markets. 

Employees Stock Option Scheme (ESOS) 

During the year, no new options have been granted under the ESOS. The disclosures in respect of ESOS as required under 
Clause 12.1 of the SEBI (Employee Stock Option Scheme and Employee Stock Purchase Scheme) Guidelines, 1999, as amended, 
have been made in the Directors’ Report. 

Code of Conduct 

The Corporation has framed and adopted a Code of Conduct, which is approved by the Board of Directors. The code is 
applicable to all directors and senior management of the Corporation. This code has been posted on the Corporation’s website, 
www.hdfc.com. For the year under review, all directors and senior management have confirmed their adherence to the provisions 
of the said code, 
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Share Dealing Code 

The Corporation has in place a share dealing code, which has been framed in accordance with the Model Code prescribed under 
SEBI (Prohibition of Insider Trading) Regulations, 1992. The code is applicable to all directors, employees and consultants of the 
Corporation. In terms thereof, all directors, employees and consultants are restricted from dealing in the shares of the Corporation 
during the ‘restricted periods’ notified by the Corporation, from time to time. 

In compliance with the provisions of the said code, all designated employees of the Corporation have disclosed their dealings in 
the shares of the Corporation and obtained prior approval before dealing in shares in excess of prescribed limits under the said 
code. The said disclosures include their dealings in shares of the Corporation, changes in their shareholdings during the 
financial year and the position as at the end of the financial year. 

Disclosures 

Transactions with Non-Executive Directors 

As at March 31, 2007, deposits placed by non-executive directors amounted to Rs. T.49 crores. The interest paid on these 
deposits during the year amounted to Rs. 11.23 lacs. The rate of interest on these deposits is the same as applicable to public 
deposits. The non-executive directors of the Corporation do not have any other material pecuniary relationships or transactions 
with the Corporation or its directors, its senior management, its subsidiary or associate companies, other than in the normal 
course of business. 

Related Party Transactions 

There were no materially significant related party transactions with the directors, the management, subsidiaries or relatives of the 
directors that have a potential conflict with the interests of the Corporation at large. Transactions with related parties entered into 
by the Corporation in the normal course of business were placed before the Audit Committee. There were no material individual 
transactions with related parties, which were not in the normal course of business nor were there any material transactions with 
related parties or others, which were not on an arm's length basis. Details of related party transactions entered into by the 
Corporation in the normal course of business are included in the Notes to the Accounts. 

Accounting Standards 

The Corporation has complied with the applicable Accounting Standards issued by the Institute of Chartered Accountants of 
India from time to time. 

Secretarial Standards 

The Corporation is in substantial compliance with the Secretarial Standards as prescribed by the Institute of Company Secretaries 
of India. 

Risk Management 

The Corporation has formulated a Risk Management Framework. The Risk Management Committee (RMC) apprises the Audit 
Committee and the board of the risk assessment and mitigation mechanisms of the Corporation. The RMC comprises the 
Executive Director as chairperson and senior management heading key functional areas as members of the committee. During 
the year, the Audit Committee and the board reviewed the efficacy of the Risk Management Framework, the key risks associated 
with the business of the Corporation and the measures in place to mitigate the same. 

Proceeds from Private Placement Issues 


During the year under review, the Corporation issued non-convertible debentures. Details of these issues are provided in the 
Directors’ Report. As specified in the respective offer documents, the funds were utilised for the purpose of on-lending for 
housing finance. Details thereof were provided to the Audit Committee and Board of Directors. 


32 


www.reportjunction.com 


SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 



Remuneration of Non-Executive Directors 

The elements of the remuneration package of non-executive directors consist of sitting fees and commission. The payment of the 
annual commission to non-executive directors is based on the performance of the Corporation and is paid on a uniform basis to 
all the non-executive directors. 

For the year ended March 31, 2007, the non-executive directors will be paid an amount of Rs. 3 lacs each as commission, 
pursuant to the approval of the board, which is within the limits approved by the shareholders. Dr. Vijay L. Kelkar, however, will 
be paid a proportionate amount of Rs. 1.36 lacs as commission from the date of his appointment. 


Given below, are the details of sitting fees paid to the non-executive directors of the Corporation during the year and their 
shareholding. 


Name 

Total Sitting 

Fees Paid 

(Rs.) 

Shareholding 
as at March 31,-2007 
(No. of shares) 

Mr. Keshub Mahindra (Vice Chairman) 

60,000 

57,500 

Mr. Shirish B. Patel 

50,000 

41,500 

Mr. B. S. Mehta 

1 ,00,000 

57,500 

Mr. D. M. Sukthankar 

60,000 

42,900 

Mr. D. N. Ghosh 

1 ,10,000 

36,386 

Dr. S. A. Dave 

1 ,00,000 

53,783 

Mr. S. Venkitaramanan 

50,000 

41,238 

Dr. Ram S. Tarneja 

70,000 

64,000 

Mr. N. M. Munjee* 

40,000 

16,780 

Mr. D. M. Satwalekar 

60,000 

2,06,460 

Dr. Vijay L. Kelkar 

30,000 

300 


* In addition to the shares held as above, 7,500 stock options have vested but are unexercised by Mr N. M. Munjee under 
ESOS-05. 


Remuneration of Executive Directors 

The executive directors of the Corporation have been appointed on a contractual basis in terms of the special resolution passed 
by the shareholders at the Annual General Meetings, for varying tenors of up to five years. The elements of the remuneration 
package of executive directors comprise salary, perquisites (equivalent to their respective annual salary), other benefits and 
allowances (which includes use of Corporation's car (with driver) and telephones for the Corporation's business, house maintenance 
allowance, house rent allowance, leave travel allowance, contributions to provident funds, superannuation funds and provision 
towards post retirement pension schemes of the Corporation and all other benefits as applicable to the directors or senior 
employees of the Corporation) and commission which is decided by the Compensation Committee within the overall limits 
approved by the shareholders at the Annual General Meeting. 

The annual increments of the executive directors are linked to their performance and are decided by the Compensation Committee. 
Service contracts and the notice period are as per the terms of agreement entered into by each executive director with the 
Corporation. The notice period for each executive director is six months and the Corporation does not pay any severance fees, 
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The details of remuneration paid/payable to executive directors for the year under review are detailed as under: 


Name 

Salary 

(Rs.) 

Perquisites, other 

allowances & 

retirement benefits 

(Rs.) 

Commission 

payable 

2006-07 

(Rs.) 

Total 

(Rs.) 

Present term 

expires on 

Mr. Deepak S. Parekh 

45,30,000 

88,91,882 

1,60,20,000 

2,94,41,882 

February 28, 2009 

Mr. K. M. Mistry 

40,20,000 

45,13,116 

1,18,50,000 

2,03,83,116 

November 13, 2010 

Ms. Renu Sud Karnad 

37,05,000 

45,28,445 

1,09,50,000 

1,91,83,445 

May 2, 2008 


Management Discussion and Analysis Report 


The Management Discussion and Analysis Report forms part of the Directors’ Report. 

Communication and Relationships with Shareholders 

HDFC has over 91,000 shareholders. The main channel of communication to the shareholders is through the annual report which 
inter alia includes the Chairman’s Statement, the Directors’ Report, the Report of the Directors on Corporate Governance, 
Management Discussion and Analysis Report, the Consolidated Group Accounts with Auditors' Report, Social Initiatives and 
Shareholders’ Information. 

The Annual General Meeting (AGM) is the principal forum for interaction with shareholders, where the board is answerable to 
specific queries raised by the shareholders. The board acknowledges its responsibility towards its shareholders and therefore 
encourages open and active dialogue with all its shareholders - be it individuals, corporates or foreign investors. 

HDFC communicates with its institutional shareholders through meetings with analysts and discussions between fund managers 
and management. HDFC also participates at investor conferences from time to time. The presentation made to analysts and fund 
managers is uploaded on the Corporation's website, www.hdfc.com. 

Regular communication with shareholders ensures that the Corporation’s strategy is being clearly understood. Details relating to 
quarterly performance and financial results are disseminated to the shareholders through press releases to media across the 
country and by hosting on the Corporation’s website. The financial results are also published in leading publications such as The 
Times of India, The Economic Times, Business Standard, The Hindu Business Line and Maharashtra Times. 

In terms of Clause 51 of the listing agreements, the Corporation has filed its annual report, quarterly results, shareholding pattern 
and ESOS through the Electronic Data Information Filing and Retrieval System (EDIFAR) website of SEBI. The company secretary 
of the Corporation has been appointed as the compliance officer to ensure the correctness and authenticity of all information 
filed on EDIFAR. The quarterly results and the shareholding pattern of the Corporation are filed on EDIFAR as soon as the same 
is disclosed to the stock exchanges. 

Details of directors to be re-appointed at the thirtieth AGM are provided as an annex to the notice convening the said AGM. The 
annual report also contains a section on ‘Shareholders’ Information’ which inter alia provides informatipn relating to AGM date, 
time and venue, shareholding pattern, distribution of shareholding, top shareholders, voting rights and the high and low monthly 
averages of the equity share price during the year and other information as required under the listing agreements. 

The management statement on the integrity and fair presentation of the financial statements is provided as a part of the annual 
report in the Management Discussion and Analysis Report. 

Annual General Meetings (AGMs) 

The details of the last three AGMs are given below. All the meetings were held at Birla Matushri Sabhagar, 19, Marine Lines, 
Mumbai 400 020. No special resolutions have been passed through postal ballot. 
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Financial Year 

Meeting 

Date 

Time 

No. of Special 
Resolutions passed 

2003-04 

27 th AGM 

July 19, 2004 

3.30 p.m. 

2 

2004-05 

28 th AGM 

July 15, 2005 

3.30 p.m. 

1 

2005-06 

29 th AGM 

July 18, 2006 

3.00 p.m. 

1 


At the last AGM, shareholders of the Corporation holding in the aggregate 53.9% of the equity share capital had attended either 
in person or by proxy. 

Mandatory Requirements 

The Corporation has complied with the mandatory requirements as stipulated in Clause 49 of the listing agreements. 

Non-Mandatory Requirements 

The Corporation has adopted the non-mandatory requirements as regards the provisions relating to the Compensation Committee. 
The quarterly financial results are extensively published in leading financial newspapers, uploaded on the Corporation's website 
and also sent to the shareholders on request. The Corporation affirms that no employee has been denied access to the Audit 
Committee. As regards the other non-mandatory requirements, the board has taken cognizance of the same and shall consider 
adopting the same as and when necessary. 

Compliance 

The Corporation has complied with the mandatory requirements of the code of corporate governance as stipulated in 
Clause 49 of the listing agreements. The Corporation has submitted the compliance status report in the prescribed format to the 
stock exchanges within the prescribed time limit. 

The Statutory Auditors have certified that the Corporation has complied with the conditions of corporate governance as stipulated 
in Clause 49 of the listing agreements. The said certificate is annexed to the Directors' Report and will be forwarded to the stock 
exchanges and the Registrar of Companies, Maharashtra along with the annual report. 

Going Concern 

The directors are satisfied that the Corporation has adequate resources to continue its business for the foreseeable future and 
consequently consider it appropriate to adopt the going concern basis in preparing financial statements. 


On behalf of the Board of Directors 

MUMBAI 
May 3, 2007 


DEEPAK S. PAREKH 

Chairman 


I confirm that for the year under review, all directors and senior management have affirmed their adherence to the provisions 
of the Code of Conduct. 

DEEPAK S. PAREKH 

Chairman 
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Auditors' Certificate 


TO THE MEMBERS OF HOUSING DEVELOPMENT FINANCE 
CORPORATION LIMITED 


We have examined the compliance of 
conditions of corporate governance by 
HOUSING DEVELOPMENT FINANCE 
CORPORATION LIMITED for the year ended 
on 31st March, 2007, as stipulated in clause 
49 of the Listing Agreement of the said 
Corporation with the stock exchanges. 

The compliance of conditions of corporate 
governance is the responsibility of the 
Management. Our examination was limited 
to procedures and implementation thereof, 
adopted by the Corporation for ensuring 
the compliance of the conditions of the 
corporate governance. It is neither an audit 
nor an expression of opinion on the financial 
statements of the Corporation. 

In our opinion and to the best of our 
information and according to the explanations 


given to us, we certify that the Corporation 
has complied with the conditions of corporate 
governance as stipulated in the 
abovementioned Listing Agreement. 

We further state that such compliance is 
neither an assurance as to the future viability 
of the Corporation nor the efficiency or 
effectiveness with which the Management 
has conducted the affairs of the Corporation. 


For S. B. BILLIMORIA & CO. 

Chartered Accountants 

P R. Ramesh 

MUMBAI Partner 

May 16, 2007 (Membership No. 70928) 
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Review of the Chairman of the Audit Committee of Directors 

The Audit Committee of Directors comprises three independent directors. AM the members of the committee have requisite management expertise in the 
fields of finance and accounts. The constitution and the terms of reference of the committee are in accordance with the relevant provisions of the Companies 
Act, 1956 and the listing agreements. The committee met five times during the financial year 2006-07. 

The committee has reviewed with the management: the un-audited financial results of the Corporation for the quarters ended on June 30, 2006, September 
30. 2006 and December 31. 2006, which were subject to limited review by the auditors of the Corporation and also the audited financial statements for the 
financial year 2006-07, before submitting the same to the board for its approval. 

The committee reviewed the Corporation's financial reporting process and disclosures of its financial information to ensure that the financial statements 
reflected a true and fair view of the state of affairs of the Corporation and were sufficient and credible. The Audit Committee reviewed with the management, 
inter alia the annual financial statements before submission to the board for approval with specific reference to matters required to be included in the 
directors responsibility statement in terms of Section 217 (2AA) of the Companies Act, 1956, compliance with listing and other legal requirements relating to 
financial statements and disclosure of related party transactions. 

The committee at each of its meeting reviewed the reports submitted by the internal/ statutory auditors of the Corporation in relation to all areas of business 
operations as well as adequacy of systems and procedures of internal control and ensured that adequate follow-up action was taken by the management on 
observations and recommendations made by the said auditors. 

The committee reviewed the adequacy of the internal audit function, the structure of the internal audit department, reporting structure, coverage and 
frequency of internal audit, the implementation of audit procedures and techniques, the financial reporting systems, management discussion and analysis 
report, management letters issued by the statutory auditors and financial statements and investments,made by the unlisted subsidiary companies of the 
Corporation. 

The committee also reviewed the efficacy of the risk management framework formulated and adopted by the Corporation, the key risks associated with the 
business of the Corporation and the measures in place to mitigate the same. 

The committee has noted that there was no instance of internal investigations by the internal auditors into matters where there was a suspected fraud or 
irregularity or failure of internal control system of a material nature or any instance of default in payments to depositors, debenture holders, shareholders or 
creditors. 

The committee has also approved/ratified payments made to statutory auditors of the Corporation for other services rendered by them during the financial 
year 2006-07 

The committee has recommended to the board the appointment of Messrs Deloitte Haskins & Sells, Chartered Accountants, as statutory auditors of the 
Corporation for the purpose of audit of the Corporation's accounts at the head office, its branches in India and its branch at London and Messrs Pannell Kerr 
Forster, Chartered Accountants, as branch auditors of the Dubai branch of the Corporation for the financial year 2007-08 as also their fees for rendering the 
said services. 

S. A. Dave 

MUMBAI Chairman 

May 3. 2007 Audit Committee of Directors 


Review of the Chairman of the Investors' Grievance Committee of Directors 

The Investors' Grievance Committee of Directors, comprise of three directors, majority of them being non-executive. The committee met twice during the 
financial year 2006-07. 

During the year, the committee reviewed the services provided by the in-house Investor Services Department of the Corporation and the adherence by it to 
the standard operating procedures and service standards adopted by the Corporation. 

The committee also reviewed investor’s grievances, the steps taken to redress the same and the status of the legal cases pending before courts against the 
Corporation. 

The committee expresses its satisfaction over the systems and procedures followed by the Corporation for servicing its investors. 

Ram S. Tarneja 

MUMBAI Chairman 

April 28. 2007 Investors’ Grievance Committee of Directors 



Review of the Chairman of the Compensation Committee of Directors 

The purpose of the Compensation Committee is to ensure that a proper system of compensation is in place to provide performance-oriented incentives to 
the Corporation’s whole-time directors and senior management. The committee also considers and approves salaries and other terms of compensation 
package for the wholetime directors within the overall limits approved by the shareholders. 

The committee met once during the financial year 2006-07. The committee reviewed the performance of the whole-time directors and approved the revision 
in the remuneration payable to each one of them. The committee also reviewed the compensation payable to the other senior managerial personnel. 

^4==r-S 

Keshub Mahindra 

MUMBAI Chairman 

April 30, 2007 Compensation Committee of Directors 
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Management D 
Analysis R. e p c 

Macroeconomic Overview 

The Indian economy continued on its strong 
growth trajectory, recording a GDP growth 
rate of 9.2% in 2006-07, This growth was 
predominantly driven by double-digit growth 
rates achieved in the industry and services 
sectors, which grew by 10% and 11% 
respectively. Year-on-year bank credit growth 
has been robust at 28% while year-on- 
year deposit growth picked up to stand 
at 23%, Foreign Institutional Investor (Fll) 
inflows remained buoyant at over USD 8 
billion. For the first time, foreign direct 
investment (FDI) inflows which represents 
long-term dedicated capital outpaced Fll 
investments to stand at over USD 19 billion. 
Concerns on the economy stemmed from 
rising inflation numbers, with the wholesale 
price index (WPI) breaching the 6.5% level, 
Though the rising inflation was predominantly 
attributed to supply-side issues, by the 
end of March 2007, inflation was reined 
in at 5.74%. 

Market Scenario 

Despite a rising interest rate scenario and 
a continuing increase in property prices, 
the demand for home loans was strong. 
Some of the reasons for continued robust 
growth in home loans were fiscal concessions 
available to self-occupied residential home 
loan borrowers and rising disposable incomes 
from an increased number of double income 
households. Most customers of HDFC borrow 
for self occupied houses. Given the acute 
shortage of housing, it is expected that 
demand for home loans will remain strong. 

Measures on the housing sector in the 
Union budget 2007-08 were a mixed bag 
- the positives included the announcement 
of the introduction of reverse mortgages 
for senior citizens and mortgage guarantee 
companies, both of which augur well for 
the sector. The drawbacks, however, included 
the amendment in the benefits available 
to housing finance companies (HFCs) under 
Section 36(1) (viii) of the Income Tax Act. 
Under this section, HFCs are permitted 
to transfer up to 40 percent of its taxable 
profits from the housing finance business 


i s c u s s i o n and 
r t 

to a Special Reserve and claim this amount 
as a deduction in computing the tax liability. 
The Finance Act 2007 has reduced this 
permitted transfer from 40% to 20% with 
effect from Assessment Year 2008-2009 
i.e. Financial Year 2007-08. As a result, 
the effective tax rate for next year is expected 
to be higher. The other drawback includes 
the levy of service tax for renting of commercial 
property. 

During the year, the regulators have tried 
to ensure through the issue of policy measures 
and directives that players in the housing 
finance market continue to adhere to prudent 
lending norms. 

Interest Rate Scenario 

In line with the rising interest rate scenario 
across the economy, HDFC revised its Retail 
Prime Lending Rate (RPLR) and Corporate 
Prime Lending Rate (CPLR) for non-individual 
loans four times during the year under 
review. The CPLR is a dynamic benchmark 
based on an index of money market 
instruments. During the year, the RPLR 
increased from 11.75% per annum to 13.50% 
per annum - an increase of 175 basis points, 
During the year under review, interest rates 
on public deposits were also revised upwards. 

Approvals and Disbursements 

Total approvals during the year stood at 
Rs. 33,332 crores as against Rs. 25,634 
crores in the previous year, representing 
a growth of 30%. Disbursements during 
the year were Rs. 26,178 crores against 
Rs. 20,679 crores in the previous year 
representing a growth of 27%, 

The growth in individual loan business 
continued to be strong during the year 
with individual loan approvals registering 
a growth of 32% over the previous year. 

With increased affordability due to higher 
disposable incomes, the average size of 
individual loans increased during the year 
to Rs. 11 lacs. 

Loan Portfolio 

The loan approval process of HDFC is 
decentralised, with varying approval limits. 
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Approval of lending proposals beyond certain 
limits is referred to the committee of 
management (COM). Larger proposals, as 
appropriate, are referred to the Board of 
Directors. 

During the year, HDFC’s loan book increased 
to Rs. 56,512 crores from Rs. 44,990 crores 
in the previous year. The net increase in 
the loan book of Rs. 11,522 crores has 
been determined after taking into account 
loan repayments of Rs. 13,589 crores (previous 
year Rs. 10,662 crores) and loans written 
off during the year amounting to Rs. 7.77 
crores (previous year Rs. 22.01 crores). 
The loan book, net of loans securitised 
has grown by 26% during the year. Inclusive 
of loans securitised, the loan book growth 
was 28%. 



The outstanding investments in debentures 
and corporate deposits for financing housing 
and real estate projects amounted to 
Rs. 1,476 crores as compared to Rs. 1,502 
crores in the previous year. 

The total portfolio as at March 31, 2007 
(excluding loans securitised but inclusive 
of the aforesaid investment in debentures 
and corporate deposits) amounted to 
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Rs. 57,988 crores compared to Rs. 46,492 
crores in the previous year, an increase 
of 25%. 

Marketing and Distribution 

HDFC’s distribution network spans 234 outlets 
which include 43 offices of the distribution 
company, Home Loan Services India Private 
Limited (HLSIL). In addition, HDFC covers 
over 90 locations through outreach 
programmes. 

To ensure a wider geographic reach, third 
party channels form an integral part of 
the distribution network. Third party channels 
sourcing loans for HDFC include HLSIL, 
which provides HDFC with a dedicated 
sales force, HDFC Bank and other direct 
selling agents (DSAs). Third party channels 
only source loans, while HDFC continues 
to retain control over the credit, legal and 
technical appraisal, ensuring no compromise 
on the quality of loans disbursed. 

Total loans sourced from third party channels 
during the year accounted for 65% of individual 
loans disbursed by HDFC in value terms. 
The total commission payable to third party 
distribution channels amounted to Rs. 64.42 
crores. The entire amount has been charged 
to the profit and loss account against fee 
income. 

During the year, to effectively optimise on 
the resale property market, the Corporation 
empanelled select real estate agents in 
certain cities having buoyant secondary 
property markets. 

HDFC launched its brand campaign - "Chance 
Nahin Loonga Mein” (“I will not take a 
chance”), with the objective of educating 
customers to make use of HDFC's specialised 
legal and technical counselling services 
before buying their home. 

A series of home exhibitions and campaigns 
were organised by HDFC for different customer 
segments such as budget homes and luxury 
homes. Under various promotional activities, 
HDFC offered special festive and seasonal 
bonanzas and conducted market research 


studies to better understand customer 
preferences. 

During the year, HDFC opened an office 
in London to cater to the needs of non¬ 
resident Indians (NRIs). HDFC also has 
an office in Dubai and service associates 
in Kuwait, Oman, Qatar, Sharjah, Abu Dhabi, 
Saudi Arabia - Al Khobar, Jeddah and Riyadh. 

To facilitate the home buying process for 
NRIs, HDFC together with leading Indian 
developers showcased city specific properties 
in Dubai, Abu Dhabi and Muscat for housing 
projects in New Delhi, Chennai, Coimbatore 
and Pune. 

Cross-selling of financial products and services 
continued to form the cornerstone of HDFC’s 
marketing strategy, thereby providing a 
wide range of financial services and products 
under the ‘HDFC umbrella’. HDFC distributes 
insurance products under a referral fee 
programme with HDFC Standard Life 
Insurance Company Limited (HDFC-SL) and 
HDFC Chubb General Insurance Company 
Limited (HDFC-CHUBB). 

Investments 

The Investment Committee constituted by 
the Board of Directors is responsible for 
approving investment proposals in line with 
the limits as set out by the Board of Directors. 
The Executive Directors are members of 
the Committee. 

The investment function supports the core 
business of housing finance. The investment 
mandate includes ensuring adequate levels 
of liquidity to support core business 
requirements, maintaining a high degree 
of safety and optimising the level of returns, 
consistent with acceptable levels of risk. 

As at March 31,2007, the investment portfolio 
stood at Rs. 3,666 crores as against 
Rs. 3,876 crores last year. The proportion 
of investments to total assets was 6%. 
Investments in liquid funds as at March 
31, 2007 stood at Rs. 251 crores, representing 
overnight deployment of surplus funds. 

Housing Finance Companies (HFCs) are 
required to maintain a Statutory Liquidity 


Ratio (SLR) in respect of public deposits 
raised. Currently the SLR requirement is 
12.5% of public deposits. As at March 31, 
2007, HDFC has invested Rs. 1,147.81 
crores in bonds issued by National Housing 
Bank (NHB) and bank deposits and 
Rs. 557.45 crores in approved securities 
comprising government securities and 
government guaranteed bonds. 

As at March 31,2007, the treasury portfolio 
(excluding investments in equity shares) 
had an average balance period to maturity 
of 19 months. The average yield on the 
non-equity portfolio for the year was 10.38% 
per annum. 

HDFC has classified its investments into 
current and long-term investments. The 
current investments have been entirely ‘marked 
to market’. In respect of long-term investments, 
provisions have been made to reflect any 
permanent diminution in the value of 
investments. After considering the opening 
balance of Rs. 32.72 crores in the diminution 
in the value of Investments account and 
the write back of provisions on account 
of investments sold, a net amount of 
Rs. 6.86 crores has been charged to the 
Provision for Contingencies account. 

The market value of quoted investments 
was higher by Rs. 6,948 crores (previous 
year Rs. 5,973 crores) as compared to 
the value at which these investments are 
reflected in the balance sheet. This unrealised 
gain includes appreciation in the market 
value of investments held by HDFC’s wholly 
owned subsidiaries, HDFC Investments Limited 
and HDFC Holdings Limited. 

Subsidiaries and Associates 

Though housing remains the core business, 
HDFC has continued to make investments 
in its subsidiary companies. These investments 
are made in companies where there 
are strong synergies with HDFC. HDFC 
will continue to explore avenues for 
such investments with the objective of 
providing a wide range of financial 
services and products under the HDFC 
brand name. 


wimm. 
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During the year, HDFC made gross investments 
in equity capital of its subsidiary companies, 
HDFC Standard Life Insurance Company Limited 
[HDFC-SL] (Rs. 170.27 crores), GRUH Finance 
Limited (Rs. 36.88 crores - rights issue), HDFC 
Realty Limited (Rs. 1.75 crores), Home Loan 
Services India Private Limited (Rs, 1.34 crores) 
and HDFC Property Ventures Limited (Rs.1 crore). 

HDFC divested its equity holding in HDFC- 
SL in favour of Standard Life Assurance 
Company, UK for a consideration of 
Rs. 5.66 crores. 

Recoveries 

With effect from March 31, 2005, an asset 
is a non-performing asset (NPA) if the interest 
or instalment is over due for 90 days as 
against the earlier norm where a loan was 
a NPA if the account was in arrears for 
over 6 months. 


The principal loans outstanding (along with 
debentures and corporate deposits for 
financing real estate projects), where payments 
were in arrears for over 90 days amounted 
to Rs. 533.82 crores as at March 31, 2007, 
constituting 0.92% of the portfolio. The 
principal outstanding in respect of individual 
loans where the instalments were in arrears 
for over 90 days constituted 1.15% of the 
individual portfolio and the corresponding 
figure was 0.51% in respect of the non¬ 
individual portfolio. HDFC has written-off 
loans aggregating to Rs. 7.77 crores during 
the year. The total loans written-off since 
inception (net of subsequent recoveries) 
aggregated to Rs. 48.24 crores. 

Provision for Contingencies 

As per the prudential norms prescribed 
by NHB, HDFC is required to carry a provision 


Number of Outlets* 



distribution company 


The shareholding of HDFC (together with its nominees) in its key subsidiary and 
associate companies as at March 31, 2007 is as follows: 


Company 

Shareholding % 

HDFC Developers Limited 

100.0 

HDFC Investments Limited 

100.0 

HDFC Holdings Limited 

100.0 

HDFC Trustee Company Limited 

100.0 

HDFC Realty Limited 

100.0 

HDFC Property Ventures Limited 

100.0 

Home Loan Services India Private Limited 

100.0 

HDFC Ventures Trustee Company Limited 

100.0 

HDFC Standard Life Insurance Company Limited 

81.9 

HDFC Venture Capital Limited 

80.5 

HDFC Chubb General Insurance Company Limited A 

74.0 

GRUH Finance Limited 

61.5 

HDFC Asset Management Company Limited 

50.1 

Intelenet Global Services Private Limited 

50,0 

HDFC Bank Limited* 

21.6 


A In May 2007, the Corporation has agreed with Chubb Global Financial Services Corporation, 
USA (Chubb Global) to acquire the entire 26% shareholding of Chubb 
Global in HDFC-CHUBB. The requisite approvals have been obtained from IRDA. Consequent 
to the acquisition, HDFC-CHUBB would become a 100% subsidiary of the Corporation. 

* (Includes shareholding of HDFC Investments Limited and HDFC Holdings Limited) 


of Rs. 151.29 crores as at March 31, 2007 
in respect of non-performing assets and 
provisioning for standard non-housing assets. 
As a matter of prudence, however, over 
the years, HDFC has been transferring 
additional amounts to the provision for 
contingencies account including transfers 
from Special Reserve Account No. 1, 

During the year, HDFC has utilised 
Rs. 30.79 crores (net) out of the balance 
in provision for contingencies on account 
of provision in diminution of value of 
investments, provision for liability in respect 
of corporate undertaking on account of 
housing loans securitised and loan write¬ 
offs. After taking into account the transfers 
as well as the net utilisation, the balance 
in provision for contingencies as at March 
31, 2007 stood at Rs. 409.66 crores. 

Fixed Assets 

Net fixed assets as at March 31, 2007 
amounted to Rs. 213.07 crores (previous 
year Rs. 247.31 crores). 

Subordinated Debt 

During the year, the Corporation raised 
Rs. 475 crores through the issue of long- 


.mm ..." mm ..:.". .... : 


40 


www.reportjunction.com 





























SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 



term Unsecured Redeemable Non-Convertible 
Subordinated Debentures. The subordinated 
debt was for a period of 10 years and 
was assigned a ’AAA’ rating from both 
CRISIL Limited (CRISIL) and ICRA Limited 
(ICRA). 

As at March 31, 2007, the Corporation’s 
outstanding subordinated debt was 
Rs. 1,375 crores. The debt is subordinated 
to present and future senior indebtedness 
of the Corporation. Based on the balance 
term to maturity, as at March 31, 2007, 
Rs. 1,295 crores of the book value of 
subordinated debt is considered as 
Tier II under the guidelines issued by the 
National Housing Bank (NHB) for the purpose 
of capital adequacy computation. 

Foreign Currency Convertible Bonds 
(FCCB) 

In September 2005, the Corporation concluded 
the issue of USD 500 million zero coupon 
FCCB. The bonds are convertible at any 
time into equity shares of the Corporation 
of the face value of Rs. 10 each from 
August 24, 2006 up to July 29, 2010, at 
the option of the holders, at Rs. 1,399 
per equity share, representing a conversion 
premium of 50% over the initial reference 
share price. The premium payable on 
redemption of the bonds is charged to 
the Securities Premium Account over the 
life of the bonds, The bonds are redeemable 
on September 27, 2010 with a yield to 
maturity of 4.62% per annum. Up to March 
31, 2007, none of the bonds have been 
converted into equity shares. 

Borrowings 

Borrowings as at March 31, 2007 amounted 
to Rs. 57,193 crores as against Rs. 46,721 
crores in the previous year - an increase 
of 22%. Borrowings constituted 91% of 
funds employed as at March 31, 2007. 
Of the total borrowings, domestic term 
loans constituted 39%, bonds and debentures 
and commercial paper 35%, deposits 18%, 
international borrowings 4% and FCCB 4%, 


Foreign Currency Borrowings 

HDFC has in earlier years availed of foreign 
currency borrowings from ADB under the 
Housing Finance Facility Project - ADB II 
(USD 100 million), from the KfW (DM 25 
million and Euro 15.33 million), syndicated 


Breakdown of Borrowings (%) 


(As at March 31,2007) 
18 



Deposits -18% 

■ FCCB-4% 

HI International Borrowings - 4% 

■ Domestic Term Loans - 39% 

^ Bonds, Debentures - 35% 

yen loan (JPY 12.05 billion), Floating Rate 
Notes (USD 100 million), from DEG, a member 
of the KfW Group of Germany (USD 50 
million) and from International Finance 
Corporation (IFC), Washington (USD 200 
million). 

In November 2006, the Corporation fully 
repaid its first syndicated yen loan facility 
of JPY 12 billion. Further, in January 2007, 
the Corporation successfully refinanced 
USD 160 million of the USD 200 million 
loan from International Finance Corporation. 
The refinancing was by way of a syndicated 
loan facility in two tranches of USD 80 
million each having a balance maturity of 
2.5 years and 4.5 years. The refinancing 
resulted in an overall saving to HDFC. 

Deposits 

As a result of the rising interest rates in 
the economy, HDFC’s deposits became 
more competitive against other financial 
instruments and the current year has seen 


an increase in both retail and bulk deposits. 
The Corporation revised interest rates three 
times during the year in line with the increasing 
interest rates in the economy. During the 
last quarter, in view of the tight liquidity 
conditions and in order to remain competitive 
in the market, Premium and Premium Plus 
deposits were introduced for 15 month 
and 30 month periods respectively. These 
products, as a limited period offer, had 
attractive interest rates and helped retain 
the Corporation’s deposit base despite the 
liquidity crunch in the market. During the 
year under review, the increase in interest 
rates on public deposits ranged from 75 
to 100 basis points for different maturities. 

As at March 31,2007, outstanding deposits 
stood at Rs. 10,384 crores as against 
Rs. 8,741 crores in the previous year. The 
depositor base stood at approximately 
10 lac depositors. 

CRISIL and ICRA have for the twelfth 
consecutive year, reaffirmed their 'AAA' 
rating for HDFC's deposits. This rating 
represents ‘highest safety’ as regards timely 
repayment of principal and interest. 

Public deposits constitute approximately 
65% of the total deposits of the Corporation. 

HDFC pays brokerage to agents who mobilise 
retail deposits. The brokerage is linked 
to the amount and the period of deposit 
and is paid up-front for the full term of 
the deposit. In addition, agents who achieve 
certain collection targets are paid an incentive 
every year. In line with international accounting 
standards, HDFC has been amortising the 
brokerage, proportionately over the term 
of the deposit. Incentive brokerage is being 
fully charged to the profit and loss account 
in the year of payment. 

Securitisation of Loans 

During the year, HDFC concluded three 
mortgage-backed securities (MBS) issues 
which were subscribed to by banks. Through 
the sale of loans under the MBS issues, 
the Corporation raised a total of Rs. 1,567 
crores during the year. The issues received 
a rating indicating the highest degree of 
safety. To date, loans aggregating to 
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Rs. 3,610 crores have been sold by the 
Corporation through the issue of MBS. The 
total MBS outstanding as at March 31, 
2007 stood at Rs. 2,319 crores. HDFC 
continues to service the loans sold under 
the MBS issues. 

The Corporation also, through a sell down 
offer has sold a part of its non-individual 
loan portfolio amounting to Rs. 530 crores, 


These loans have been tranched and 
accordingly assigned to the purchaser. The 
Corporation, however, continues to hold 
the security of these loans on a pari passu 
basis with the purchaser. 

The residual income on the individual loans 
securitised (as well as on the non-individual 
loans sold during the year), is being 
recognised at the time of actual collections, 


(i.e. over the life of the underlying loans) 
and not upfront on a net present value 
basis. 

Domestic Term Loans 

During the year, HDFC raised loans from 
commercial banks aggregating to Rs. 11,924 
crores. Out of this, loans amounting to 
Rs. 5,666 crores qualify for priority sector 
allocation. HDFC raised a further Rs. 2,219 
crores from the banking sector as FCNR 
(B) loans. 

As at March 31, 2007, the total loans 
outstanding from banks, institutions and 
National Housing Bank amounted to 
Rs. 19,963 crores as compared to Rs. 17,438 
crores as at March 31, 2006, 

Non-Convertible Debentures (NCDs) 

During the year, the Corporation issued 
NCDs amounting to Rs, 8,165 crores on 
a private placement basis. The Corporation 
bought back debentures amounting to 
Rs. 437 crores. 

The Corporation's NCD issues have been 
listed on the Wholesale Debt Market segment 
of the National Stock Exchange of India 
Limited (NSE). The Corporation's NCDs 
have the highest rating of 'AAA' by both 
CRISIL and ICRA. 

Risk Management 

The Financial Risk Management and Hedging 
Policy as approved by the Audit Committee 
sets limits for exposures on currency and 
interest rates. HDFC manages its interest 
rate and currency risk in accordance with 
the guidelines prescribed. The risk 
management strategy has been to protect 
against foreign exchange risk, whilst at 
the same time exploring any opportunities 
for an upside, so as to keep the maximum 
all-in cost on the borrowing in line with 
or lower than the cost of a borrowing 
in the domestic market for a similar 

maturity. 

HDFC has to manage various risks associated 
with the mortgage business. These risks 
Include credit risk, liquidity risk, foreign 
exchange risk and interest rate risk. HDFC 
manages credit risk through stringent credit 
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norms. Liquidity risk and interest rate risks 
arising out of maturity mismatch of assets 
and liabilities are managed through regular 
monitoring of the maturity profiles. 

HDFC has from time to time entered into 
risk management arrangements in order 
to hedge its exposure to foreign exchange 
and interest rate risks. The currency risk 
on the borrowings is actively hedged through 
a combination of dollar denominated assets, 
long term forward contracts, principal only 
swaps (POS), full currency swaps and currency 
options. 

As at March 31, 2007, the Corporation 
had foreign currency borrowings (excluding 
FCCB) of USD 1,068.48 million equivalent. 
The Corporation has undertaken principal 
only swaps, currency options and forward 
contracts on a notional amount of USD 
777 million equivalent to hedge against 
foreign currency risk. Further, interest rate 
swaps on a notional amount of USD 391 
million equivalent are outstanding and have 
been undertaken to hedge the interest rate 
risk on the foreign currency borrowings. 
As at March 31, 2007, the Corporation’s 
net foreign currency exposure on borrowings 
net of risk management arrangements was 
USD 100.17 million. 

As a part of asset liability management 
and on account of the increasing response 
to HDFC's Adjustable Rate Home Loan 
product as well as to reduce the overall 
cost of borrowings, HDFC has entered into 
interest rate swaps wherein it has converted 
its fixed rate rupee liabilities of a notional 
amount of Rs. 7,265 crores as at March 
31, 2007 for varying maturities into floating 
rate liabilities linked to various benchmarks. 
In addition, HDFC has entered into cross 
currency swaps of a notional amount of 
USD 643 million equivalent wherein it has 
converted its rupee liabilities into foreign 
currency liabilities and the interest rate is 
linked to benchmarks of the respective 
currencies. 

The total net foreign currency exposure 
inclusive of cross currency swaps is USD 




743 million. Of this, USD 348 million pertains 
to long-term exposure. The long-term open 
position (excluding FCCB) is at 2.65 % of 
the total borrowings of HDFC. 

Assets and liabilities in foreign currency 
are revalued at the rates of exchange prevailing 
at the end of the year. Cross currency 



Expenditure Goes Towards 
<%) 


93 



Interest & Other Charges - 93% 

H Staff, Establishment, Other Expenses, 
Depreciation and Provision for 
Contingencies - 7% - 

Expenditure & Other Charges: Rs. 3,928 crores 
(PY Rs. 2,721 crores) 


swaps are marked to market. The reduced 
liability, net of risk management arrangements 
of Rs. 20.58 crores (previous year - reduced 
liability Rs. 6.37 crores) arising out of revaluing 
the outstanding loans at the year-end (based 
on the prevailing exchange rate) including 
the FCCB together with the MTM on 
cross currency swaps has been written 
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back to the Provision for Contingencies 
Account. 

Asset-Liability Management 

As at March 31, 2007, assets and liabilities 
with maturity up to 1 year amounted to 
Rs. 17,842 crores and Rs. 17,597 crores 
respectively. Asset and liabilities with maturity 
of between 2 years and 5 years amounted 
to Rs. 33,666 crores and Rs. 34,838 crores 
respectively and assets and liabilities with 
maturity beyond 5 years amounted to 
Rs. 14,063 crores and Rs. 13,136 crores 
respectively. 

HDFC does not generally take an interest 
rate mismatch. As at March 31, 2007, 
73% of the assets and 71% of the 
liabilities were on a floating rate 
basis. 

Internal Audit and Control 

HDFC has instituted adequate internal control 
systems commensurate with the nature of 
its business and the size of its operations, 
Internal audit is carried out by independent 
firms of chartered accountants and cover 
all the offices and key areas of business. 
All significant audit observations and follow¬ 
up actions thereon are reported to the 
Audit Committee. The Audit Committee 
comprises three independent directors. The 
committee met five times during the financial 
year under review. 

Profit and Loss Account 

Key elements of the profit and loss account 
for the year ended March 31, 2007 are: 

♦ Profit before tax grew by 26% and 
profit after tax grew by 25%. 

» Income tax provision (net of deferred 
tax asset of Rs. 20 crores) and provision 
for Fringe Benefit Tax for the year 
amounted to Rs. 397.40 crores as 
compared to Rs. 300 crores in the 
previous year. The effective tax rate 
is 20.2% as compared to 19.3% in 
the previous year, 

• Pre-tax return on average assets was 
3,5% and the post-tax return on average 
assets was 2.8%. 


• Return on equity increased to 31.3% 
in the current year from 30.1% in the 
previous year. 

• HDFC's cost to income ratio is 12% 
for the year ended March 31, 2007 
as against 12.2% in the previous year. 
HDFC's cost income ratio continues 
to be among the lowest in the financial 
sector in Asia. 

• Administrative expenses as a percentage 
of average assets was 0.38% as at 
March 31, 2007 as against 0.43% in 
the previous year. 

• For the year ended March 31, 2007, 
a dividend of Rs. 22 per share is being 
recommended as against Rs. 20 per 
share in the previous year. HDFC would 
be paying the distribution tax and 
education cess on the dividend declared. 

• The dividend payout ratio will be 41%. 

Spread on Loans 

The average yield on loan assets during 
the year was 9.67% per annum as compared 
to 8.66% per annum in the previous year. 
The average all-inclusive cost of funds was 
7,49% per annum as compared to 6.50% 
per annum in the previous year. The spread 
on loans over the cost of borrowings for 
the year was to 2.18% per annum as against 
2.16% per annum in the previous year. 

Prudential Norms for Housing Finance 
Companies (HFCs) 

NHB has issued guidelines to HFCs on 
prudential norms for income recognition, 
provisioning, asset classification, provisioning 
for bad and doubtful debts, capital adequacy 
and concentration of credit/investments. 
HDFC's position with respect to the guidelines 
is as follows: 

• HDFC's capital adequacy ratio stood 
at 12.9% of the risk weighted assets, 
(of which Tier 1 capital was 7.6%) as 
against the minimum requirement of 
12 %. 

• HDFC is in compliance with the limits 
prescribed by NHB in respect of 
concentration of credit/investments and 
on exposure to investment in real estate. 



Human Resources 

Human resources are HDFC's most valuable 
assets. The efficiency of HDFC's staff is 
evident from the fact that, the number of 
offices increased from 41 in 1998 to 191 
(excluding offices of HLSIL) currently as 
against the number of employees which 
increased from 806 to 1,388 during the 
same period. 

Total assets per employee as at March 
31, 2007 stood at Rs. 45.20 crores as 
compared to Rs. 38.12 crores in the previous 
year and net profit per employee as at 
March 31,2007 was Rs. 113 lacs as compared 
to Rs. 94 lacs in the previous year. 

Audited Consolidated Accounts 

In accordance with the accounting standards 
prescribed by the Institute of Chartered 
Accountants of India, the consolidated financial 
statements comprise the individual financial 
statements of the Corporation together with 
its subsidiaries which are consolidated 
on a line-by-line basis and its associates 
which are accounted on the equity 
method. 

Like most life insurance companies in the 
initial phase, HDFC-SL has reported losses. 
This is essentially due to the accounting 
norms applicable to insurance companies 
wherein the commission expenses are charged 
upfront in the year in which they are incurred 
while the corresponding income is recognised 
over the entire life of the policies issued. 
The mismatch between expenses and income 
has the effect of magnifying the initial losses 
of HDFC-SL, 

On a consolidated basis, the total income 
for the year ended March 31, 2007 was 
Rs. 6,427.69 crores as compared to 
Rs. 4,649.25 crores in the previous year. 
Profit before tax was Rs.1,928.79 crores 
as compared to Rs. 1,494.73 crores in 
the previous year. Profit after tax was 
Rs. 1,741.98 crores as compared to 
Rs. 1,349.15 crores in the previous year, 
representing a growth of 29%. Consolidated 
return on equity was 30.6%. 
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A u d i t o r s R c p o r t 



TO THE MEMBERS OF HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED 


1. We have audited the attached Balance 
Sheet ot HOUSING DEVELOPMENT 
FINANCE CORPORATION LIMITED as 

at March 31, 2007, the Profit and Loss 
Account and the Cash Flow Statement of 
the Corporation for the year ended on that 
date, both annexed thereto. These financial 
statements are the responsibility of the 
Corporation’s Management. Our responsibility 
is to express an opinion on these financial 
statements based on our audit. 

2. We conducted our audit in accordance 
with the auditing standards generally accepted 
in India. These Standards require that we 
plan and perform the audit to obtain 
reasonable assurance about whether the 
financial statements are free of material 
misstatements. An audit includes examining, 
on a test basis, evidence supporting the 
amounts and disclosures in the financial 
statements. An audit also includes assessing 
the accounting principles used and significant 
estimates made by the Management, as 
well as evaluating the overall financial 
statement presentation. We believe that 
our audit provides a reasonable basis for 
our opinion. 

3. As required by the Companies (Auditor's 
Report) Order, (CARO) 2003 issued by the 
Central Government in terms of Section 
227(4A) of the Companies Act, 1956, we 
give in the Annexure a statement on the 


matters specified in paragraphs 4 and 5 
of the said Order. 

4. Further to our comments in the Annexure 
referred to in paragraph 3 above: 

(a) we have obtained all the information 
and explanations which to the best of our 
knowledge and belief were necessary for 
the purposes of our audit; 

(b) in our opinion, proper books of 
account as required by law have been 
kept by the Corporation so far as it appears 
from our examination of those books and 
proper returns adequate for the purposes 
of our audit have been received from the 
Dubai Branch not visited by us; 

(c) the report on the accounts of the 
Dubai Branch audited by the Branch Auditors 
has been forwarded to us and has been 
dealt with by us in preparing this report; 

(d) the Balance Sheet, the Profit and 
Loss Account and the Cash Flow Statement 
dealt with by this report are in agreement 
with the books of account and the audited 
Branch returns; 

(e) in our opinion, the Balance Sheet, 
the Profit and Loss Account and the Cash 
Flow Statement dealt with by this report 
are in compliance with the Accounting 
Standards referred to in Section 211 (3C) 
of the Companies Act, 1956; 


(f) in our opinion and to the best 
of our information and according to the 
explanations given to us, the said accounts 
give the information required by the 
Companies Act, 1956 in the manner so 
required and give a true and fair view in 
conformity with the accounting principles 
generally accepted in India: 

(i) in the case of the Balance 
Sheet, of the state of affairs of the Corporation 
as at March 31, 2007; 

(ii) in the case of the Profit and 
Loss Account, of the profit of the Corporation 
for the year ended on that date; and 

(iii) in the case of the Cash Flow 
Statement, of the cash flows of the Corporation 
for the year ended on that date. 

5. On the basis of the written representations 
from the directors, taken on record by the 
Board of Directors as on March 31, 2007, 
none of the directors is disqualified as 
on March 31, 2007 from being appointed 
as a director under Section 274 (1)(g) of 
the Companies Act, 1956. 


For S. B. BILLIMORIA & CO. 

Chartered Accountants 

R R. Ramesh 

MUMBAI Partner 

May 3, 2007 (Membership No. 70928) 
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Annex u r e to Auditors' Rep o r t 


(Referred to in paragraph 3 of our report 
of even date) 

(i) The nature of the Corporation’s 
business/activities during the year is such 
that clauses (ii), (viii) and (xiii) of CARO, 
2003 are not applicable. 

(ii) In respect of its fixed assets: 

(a) The Corporation has maintained 
proper records showing full particulars, 
including quantitative details and situation 
of fixed assets. 

(b) Some of the fixed assets were 
physically verified during the year by the 
Management in accordance with a programme 
of verification, which in our opinion provides 
for physical verification of all the fixed 
assets at reasonable intervals. There is 
also a system of periodic physical verification 
of leased assets by the Management, the 
frequency of which is reasonable. According 
to the information and explanations given 
to us no material discrepancies were noticed 
on such verification. 

(iii) In respect of loans, secured or 
unsecured, granted by the Corporation to 
companies, firms or other parties covered 
in the Register maintained under Section 
301 of the Companies Act, 1956. according 
to the information and explanations given 
to us: 

(a) The Corporation has granted loans 
to thirteen parties. At the year end, the 
outstanding balances of such loans granted 
aggregated to Rs.494,77,88,021 (number 
of parties - thirteen) and the maximum 
amount involved during the year was 
Rs.549,23,05,352. 

(b) The rate of interest and other 
terms and conditions of such loans are, 
in our opinion, prima facie not prejudicial 
to the interests of the Corporation. 

(c) The receipt of principal amounts 
and interest during the year has been regular/ 
as per stipulations. 

(iv) In respect of loans, secured or 
unsecured, taken by the Corporation from 


companies, firms or other parties covered 
in the Register maintained under Section 
301 of the Companies Act, 1956, according 
to the information and explanations given 
to us: 

(a) The Corporation has taken loans 
from forty four parties, At the year-end, 
the outstanding balances of such loans 
taken aggregated to Rs.817,24,31,549 
(number of parties - thirty eight) and the 
maximum amount involved during the year 
was Rs.2060,95,95,129. 

(b) The rate of interest and other 
terms and conditions of such loans are, 
in our opinion, prima facie not prejudicial 
to the interests of the Corporation. 

(c) The payment of principal amounts 
and interest in respect of such loans during 
the year has been regular/as per stipulations. 

(v) In our opinion and according to the 
information and explanations given to us, 
there is an adequate internal control system 
commensurate with the size of the Corporation 
and the nature of its business for the purchase 
of fixed assets and for the sale of services. 
During the course of our audit, we have 
not observed any major weakness in such 
internal controls. 

(vi) To the best of our knowledge and 
belief and according to the information 
and explanations given to us, there were 
no contracts or arrangements [excluding 
items reported under paragraphs (iii) and 
(iv) above] that needed to be entered in 
the Register maintained under Section 301 
of the Companies Act, 1956. 


(vii) In our opinion and according to the 
information and explanations given to us, 
the Corporation has complied with the 
provisions of Sections 58 and 58AA of 
the Companies Act, 1956 and the Housing 
Finance Companies (NHB) Directions, 2001, 
with regard to the deposits accepted from 
the public. 

(viii) In our opinion, the internal audit 
functions carried out during the year by 
firms of Chartered Accountants appointed 
by the Management have been commensurate 
with the size of the Corporation and the 
nature of its business. 

(ix) According to the information and 
explanations given to us, in respect of 
statutory dues: 

(a) The Corporation has generally 
been regular in depositing undisputed dues 
including Provident Fund, Investor Education 
and Protection Fund, Income-tax, Sales- 
tax, Wealth Tax, Service Tax and any other 
material dues with the appropriate authorities 
during the year. 

(b) There were no undisputed 
amounts payable on account of the above 
dues, outstanding as at March 31, 2007 
for a period of more than six months from 
the date they became payable. 

(c) Details of disputed Sales-tax, 
Wealth Tax and Interest on Lease Tax which 
have hot been deposited as on March 31, 
2007 on account of any dispute are given 
below: 


Particulars 

Financial year to 
which the matter 
pertains 

Forum where 
matter is pending 

Amount 

(Rupees) 

Sales Tax 

1994-1995, 

1999-2000, 

2002-2003 

Commissioner of 
Sales Tax (Appeals) 

3,53,197 

Wealth Tax 

1997- 1998, 

1998- 1999 

Commissioner of 
Income Tax (Appeals) 

9,03,852 

Interest on 
Lease Tax 

1999-2000 

Commissioner of 
Sales Tax (Appeals) 

2,20,794 
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(x) The Corporation does not have any 
accumulated losses. The Corporation has 
not incurred cash losses during the financial 
year covered by our audit and the immediately 
preceding financial year. 

(xi) In our opinion and according to the 
information and explanations given to us, 
the Corporation has not defaulted in the 
repayment of dues to financial institutions, 
banks and debenture holders. 

(xii) In our opinion the Corporation has 
maintained adequate documents and records 
where it has granted loans and advances 
on the basis of security by way of pledge 
of shares, debentures and other securities. 

(xiii) In our opinion, the Corporation is 
not dealing in or trading in shares, securities, 
debentures and other investments. 
Accordingly, the provisions of clause 4(xiv) 
of the CARO, 2003 are not applicable to 
the Corporation. 

(xiv) In our opinion and according to the 
information and explanations given to us, 
the terms and conditions of the guarantees 
given by the Corporation for loans taken 
by others from banks are not prima facie 
prejudicial to the interests of the Corporation. 


(xv) To the best of our knowledge and 
belief and according to the information 
and explanations given to us, in our opinion, 
term loans availed by the Corporation were, 
prima facie , applied by the Corporation 
during the year for the purposes for which 
the loans were obtained, other than temporary 
deployment pending application. 

(xvi) According to the information and 
explanations given to us, and on the basis 
of the maturity profile of assets and liabilities 
with a residual maturity of one year, as 
given in the Asset Liability Management 
report, funds raised on short term basis 
have, prima facie, not been used for long 
term investment. 

(xvii) The Corporation has made a 
preferential allotment of shares on exercise 
of options granted in earlier years under 
the ESOP Schemes to parties covered in 
the Register maintained under Section 301 
of the Companies Act, 1956. The prices 
at which such shares are allotted are 
consequently not prima facie prejudicial 
to the interests of the Corporation. 

(xviii) According to the information and 
explanations given to us and the records 


examined by us, securities / charges have 
been created in respect of all debentures 
issued. 

(xix) During the period covered by our 
audit report, the Corporation has not raised 
any money by public issues. 

(xx) To the best of our knowledge and 
belief and according to the information 
and explanations given to us, no fraud 
by the Corporation and no material fraud 
on the Corporation was noticed or reported 
during the year, although there have been 
few instances of loans becoming doubtful 
of recovery consequent upon fraudulent 
misrepresentation by borrowers, the amounts 
whereof are not material in the context of 
the size of the Corporation and the nature 
of its business and which have been 
provided for. 


For S. B. BILLIMORIA & CO. 
Chartered Accountants 

R R. Ramesh 

MUMBAI Partner 

May 3, 2007 (Membership No. 70928) 
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Balance Sheet as at March 3/, 200 7 


Schedule 


SOURCES OF FUNDS 

SHAREHOLDERS’ FUNDS 

Share Capital 1 

Reserves and Surplus 2 

LOAN FUNDS 3 

APPLICATION OF FUNDS 

LOANS 4 

INVESTMENTS 5 

DEFERRED TAX ASSET [Note 27] 

CURRENT ASSETS, LOANS AND ADVANCES 6 

Less : CURRENT LIABILITIES AND PROVISIONS 7 

NET CURRENT ASSETS 

FIXED ASSETS 8 

Gross Block 

Less : Depreciation 

Net Block 


Notes forming part of the Accounts 14 

Significant Accounting Policies 15 

Schedules 1 to 15 annexed hereto form part of the Balance 




March 31, 2006 

Rupees 

Rupees 

Rupees 


253 , 00 , 26,920 


249,56,00,180 

5298 , 39 , 20,514 


4218,77,33,306 


5551 , 39 , 47,434 

4468,33,33,486 


57193 , 03 , 00,496 

46721,34,70,858 


62744 , 42 , 47,930 51189,68,04,344 



56512 , 36 , 33,668 

44990,11,56,026 


3666 , 23 , 26,107 

3876,33,84,745 


123 , 10 , 13,449 

77,38,29,546 

5056 , 55 , 33,090 


4207,03,10,302 

2826 , 89 , 98,029 


2208,49,83,322 


2229 , 65 , 35,061 

1998,53,26,980 

493 , 10 , 42,945 


515,36,95,847 

280 , 03 , 03,300 


268,05,88,800 


213 , 07 , 39,645 

247,31,07,047 


62744 , 42 , 47,930 

51189,68,04,344 

set and the Profit 

and Loss Account. 



As per our report attached. 

For S. B. Billimoria & Co. 

Chartered Accountants 

Deepak S. Parekh 

Chairman 

Directors 

S. B. Patel 

B. S. Mehta 

D. N. Ghosh 

S. A. Dave 

K. M. Mistry 

D. M. Sukthankar 

S. Venkitaramanan 



Managing Director 

R. S. Tarneja 

P. R. Ramesh 


D. M. Satwalekar 

Partner 


N. M. Munjee 


Renu Sud Karnad 

Girish V. Koliyote 

MUMBAI, May 3, 2007. 

Executive Director 

Company Secretary 



48 


www.reportjunction.com 




























SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


T h i r t i e t h 


?. t \ ? 0 0 6 - 0 7 


.: :.'' mmmr ■ ■mmmr :. 


Profit and Loss Account for the year ended March 31, 2007 



Notes forming part of the Accounts 
Significant Accounting Policies 


14 

15 


Schedules 1 to 15 annexed hereto form part of the Balance Sheet and the Profit and Loss Account. 
As per our report attached. 


For S. B. Billimoria & Co. 

Chartered Accountants 


P. R. Ramesh 

Partner 


MUMBAI, May 3, 2007. 


Deepak S. Parekh 

Chairman 

Directors 

S. B. Patel 

B. S. Mehta 

D. N. Ghosh 

S. A. Dave 

D. M. Sukthankar 



K. M. Mistry 

S. Venkitaramanan 

Managing Director 

R. S. Tarneja 

D. M. Satwalekar 

N. M. Munjee 

Renu Sud Karnad 

Girish V. Koliyote 

Executive Director 

Company Secretary 



Schedule 


Previous Year 



Rupees 

Rupees 

INCOME 




Operating Income 

9 

5806,92,16,394 

4198,05,39,996 

Fees and Other Charges 


68,57,50,598 

67,48,35,311 

Other Income 


20,76,12,295 

12,85,09,902 



5896,25,79,287 

4278,38,85,209 

EXPENDITURE AND CHARGES 




Interest and Other Charges 

10 

3666,84,72,137 

2491,12,79,171 

Staff Expenses 

11 

91,26,84,562 

80,32,99,121 

Establishment Expenses 

12 

25,74,70,444 

24,34,52,039 

Other Expenses 

13 

102,15,42,339 

91,59,26,250 

Depreciation and Amortisation 


17,45,63,793 

18,69,27,085 

Provision for Contingencies [Note 19(iii)] 


25,00,00,000 

15,00,00,000 



3928,47,33,275 

2721,08,83,666 

PROFIT BEFORE TAX 


1967,78,46,012 

1557,30,01,543 

Less : Provision for Tax [Note 27] 


395,00,00,000 

298,00,00,000 

Less : Provision for Fringe Benefit Tax 


2,40,00,000 

2,00,00,000 

PROFIT AFTER TAX AVAILABLE FOR APPROPRIATION 


1570,38,46,012 

1257,30,01,543 

APPROPRIATIONS: 




Special Reserve No, II 


466,00,00,000 

350,00,00,000 

General Reserve 


368,17,34,255 

333,16,96,051 

Additional Reserve (u/s 29C of the NHB Act) 


80,00,00,000 

— 

Shelter Assistance Reserve 


5,00,00,000 

5,00,00,000 

Proposed Dividend (at Rs. 22/- per Share) 


556,61,45,354 

499,12,78,660 

Additional Tax on Dividend 


94,59,66,403 

70,00,26,832 



1570,38,46,012 

1257,30,01,543 

EARNINGS PER SHARE (Face Value Rs. 10) [Note 26] : 




- Basic 


62.65 

50.25 

- Diluted 


58.25 

48.44 
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Cash Flow Statement for the year ended March 31, 2007 


A CASH FLOW FROM OPERATING ACTIVITIES 

Profit before tax and extraordinary items 
Adjustments for: 

Depreciation (Net of Lease Equalisation adjustment) 

Provision for Contingencies 

Employee Stock Option Expense (Net of options exercised) 

Provision for Retirement Benefits 
Profit on Sale of Investments 

Surplus from deployment in Cash Management Schemes of Mutual Funds 
Profit on Sale of Properties acquired in satisfaction of debts 
Profit on Sale of Properties acquired and leased 
Profit on Sale of Fixed Assets 

Operating Profit before Working Capital changes 
Adjustments for: 

Current Assets 
Current Liabilities 

Cash generated from operations 
Advance tax paid 

Net cash from operating activities 

B CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Fixed Assets 
Sale of Fixed Assets 


Investments in Subsidiaries 
Other Investments 

Sale Proceeds of Properties acquired and leased 
Sale proceeds of Investments : 

- in subsidiary companies 

- in other companies 

Net cash from/(used in) investing activities 

C CASH FLOW FROM FINANCING ACTIVITIES 

Share Capital - Equity 
Share Premium 
FCCB Issue Expenses 
Premium paid on FRNs and NCDs 
Borrowings (Net) 

Loans disbursed (Net) 

Corporate Deposits (Net) 

Dividend paid 

Tax paid on Dividend 

Shelter Assistance Reserve - utilisation 

Net cash used in financing activities 

Net Increase in cash and cash equivalents 


Rupees 

1967,78,46,012 

24,90,49,833 

25,00,00,000 

(21,63,559) 

11,59,98,710 

(316,01,24,881) 

(38,76,36,426 

(9,27,18,803 

1,56,51,834i 

(4,26,07,276) 

1659,19,91,776 

47,08,31,461 

371,75,73,092 

2078,03,96,329 

(429,04,71,130) 

1648,99,25,199 

(25,99,85,521) 

38,13,89,712 

12,14,04,191 
(211,24,17,411) 
(40497,31,87,875) 
14,39,98,205 

5,66,35,633 

41258,79,08,220 

582,43,40,963 

3,44,26,740 

288,92,51,588 

(2,39,50,000) 

9838,76,73,316 

(11530,05,97,681) 

(84,56,73,000 

(499,12,78,660 

(70,00,26,832 

(4,68,21,904 


(2059,69,96,433) 

171,72,69,729 


Previous Year 
Rupees 

1557 , 30 , 01,543 

23 , 32 , 86,662 

15 , 00 , 00,000 

( 27 , 86 , 890 ) 

11 , 96 , 12,961 

( 227 , 24 , 59 , 530 ) 

( 8 , 93 , 23 , 404 ) 

( 57 , 26 , 20 , 932 ) 

( 62 , 37 , 612 ) 

1313 , 24 , 72,798 

80 , 86 , 70,009 

93 , 17 , 35,660 

1487 , 28 , 78,467 

( 336 , 19 , 49 , 558 ) 

1151 , 09 , 28,909 


( 14 , 04 , 55 , 743 ) 

1 , 65 , 68,542 

( 12 , 38 , 87 , 201 ) 

( 260 , 42 , 87,020 

( 23500 , 50 , 27,031 

194 , 59 , 63,828 

41 , 33 , 64,190 

23111 , 44 , 87,784 

( 425 , 93 , 85 , 450 ) 


44 , 32,010 
12 , 08 , 14,696 
( 23 , 93 , 99 , 024 ) 
14 , 44 , 87,425 
10062 , 59 , 74,088 
( 8999 , 66 , 23 , 767 ) 
800 , 25 , 46,561 
423 , 50 , 52,444 
( 59 , 39 , 66,105 
( 4 , 76 , 56 , 336 ) 

( 250 , 85 , 10 , 868 ) 

474 , 30 , 32,591 


Cash and cash equivalents as at the beginning of the year (As per Schedule 6) 
Cash and cash equivalents as at the end of the year (As per Schedule 6) 


1201,61,86,787 

1373,34,56,516 

171,72,69,729 


727 , 31 , 54,196 

1201 , 61 , 86,787 

474 , 30 , 32,591 


As per our report attached. 


Deepak S. Parekh 

Chairman 


For S. B. Billimoria & Co. 

Chartered Accountants 


P. R. Ramesh 

Partner 


K. M. Mistry 

Managing Director 


Directors 

S. B. Patel 
B. S. Mehta 
D. N. Ghosh 
S. A, Dave 
D. M. Sukthankar 
S. Venkitaramanan 
R. S. Tarneja 
D. M. Satwalekar 
N. M. Munjee 


MUMBAI, May 3, 2007. 


Renu Sud Karnad Girish V. Koliyote 

Executive Director Company Secretary 
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Schedules 

Annexed to and forming part of the Accounts 


Schedule 1 


SHARE CAPITAL 


As at 

As at 



March 31, 2007 

March 31, 2006 



Rupees 

Rupees 

AUTHORISED 




27,50,00,000 Equity Shares of Rs. 10 each 


275,00,00,000 

260,00,00,000 

(Previous Year 26,00,00,000 Equity Shares of Rs. 10 each) 





275,00,00,000 

260,00,00,000 

ISSUED AND SUBSCRIBED 




25,30,06,607 Equity Shares of Rs. 10 each 


253,00,66,070 

249,56,39,330 

(Previous Year 24,95,63,933 Equity Shares of Rs. 10 each) 





253,00,66,070 

249,56,39,330 

PAID-UP 




25,30,06,607 Equity Shares of Rs. 10 each 


253,00,66,070 

249,56,39,330 

(Previous Year 24,95,63,933 Equity Shares of Rs. 10 each) 



(Includes 12,19,60,713 Equity Shares of Rs. 

10 each, 



allotted as fully paid-up Bonus Shares out of Securities 



Premium Account and Capital Redemption Reserve) 



Less : Allotment money due 


39,150 

39,150 



253,00,26,920 

249,56,00,180 

Schedule 2 




RESERVES AND SURPLUS [Notes 15, 17(ii), 20 and 21] 


As at 

As at 



March 31, 2007 

March 31, 2006 


Rupees 

Rupees 

Rupees 

SPECIAL RESERVE No. 1 




Opening Balance 

64,35,24,700 


94,35,24,700 

Less : Transfer to Provision for Contingencies 

13,12,10,000 


30,00,00,000 

[(Net of Deferred Tax of Rs. 21,87,90,000) 




(Previous Year Rs. Nil)] 






51,23,14,700 

64,35,24,700 

SPECIAL RESERVE No. II 




Opening Balance 

1674,95,00,000 


1324,95,00,000 

Add : Transfer from Profit and Loss Account 

466,00,00,000 


350,00,00,000 



2140,95,00,000 

1674,95,00,000 

GENERAL RESERVE 




Opening Balance 

1802,32,82,620 


1469,15,86,569 

Less : Utilised during the year in accordance with AS 15 




(Revised) 

7,56,69,980 


— 

[(Net of Deferred Tax of Rs. 3,83,93,903) 




(Previous Year Rs. Nil)] 





1794,76,12,640 


1469,15,86,569 

Add : Transfer from Profit and Loss Account 

368,17,34,255 


333,16,96,051 



2162,93,46,895 

1802,32,82,620 

ADDITIONAL RESERVE (u/s 29C of the NHB Act) 


80,00,00,000 

— 

Carried forward 


4435,11,61,595 

3541,63,07,320 
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Schedule 2 (Continued) 


RESERVES AND SURPLUS [Notes 15, 17(ii), 20 and 21] 


As at 

As at 



March 31, 2007 

March 31, 2006 


Rupees 

Rupees 

Rupees 

Brought forward 


4435,11,61,595 

3541,63,07,320 

SECURITIES PREMIUM 




Opening Balance 

665,93,15,131 


734,26,96,715 

Add : Received during the year 

288,92,51,588 


12,08,14,696 


954,85,66,719 


746,35,11,411 

Less : Utilised during the year 

102,89,33,192 


80,41,96,280 



851,96,33,527 

665,93,15,131 

EMPLOYEE STOCK OPTION OUTSTANDING 




Opening Balance 

23,19,276 


51,06,166 

Add : Net Charge for the year 

(2,07,911) 


(1,80,000) 


21,11,365 


49,26,166 

Less : Options exercised 

19,55,648 


26,06,890 



1,55,717 

23,19,276 

SHELTER ASSISTANCE RESERVE 




Opening Balance 

10,93,77,704 


10,70,34,040 

Add : Transfer from Profit and Loss Account 

5,00,00,000 


5,00,00,000 


15,93,77,704 


15,70,34,040 

Less : Utilised during the year 

4,68,21,904 


4,76,56,336 



11,25,55,800 

10,93,77,704 

CAPITAL RESERVE 


4,13,875 

4,13,875 



5298,39,20,514 

4218,77,33,306 

Schedule 3 




LOAN FUNDS [Notes 1 to 7 and 25(ii)] 






As at 

As at 



March 31, 2007 

March 31, 2006 


Rupees 

Rupees 

Rupees 

LOANS 




Asian Development Bank 

399,41,19,050 


416,30,95,594 

DEG - Deutsche Investitions-Und Entwicklungsgesellschaft MbH 

220,27,25,000 


222,95,00,000 

International Finance Corporation 

886,61,00,000 


896,33,25,000 

Kreditanstalt fur Wiederaufbau 

71,13,28,963 


73,75,56,929 

Syndicated Loans - International 

442,98,31,785 


906,71,52,770 

National Housing Bank 

486,38,65,324 


792,77,68,324 

Scheduled Banks and Financial Institutions 

18131,82,39,400 


14286,38,20,000 

Others (Finance Lease) 

70,495 


2,72,710 



20638,62,80, 0A7 

,227 

FOREIGN CURRENCY CONVERTIBLE BONDS 


2179,34,20,000 

2215,61,22,500 

(Redeemable in 2010) (Unsecured) 




BONDS 


113,62,50,000 

122,82,50,000 

(Redeemable at par between 2007 and 2022) 




DEBENTURES 




Non-convertible Debentures 

18481,35,00,000 


13153,35,00,000 

Floating Rate Notes - International (Redeemable in 2007) 

435,10,00,000 


472,57,25,000 



18916,45,00,000 


Carried forward 


41848,04,50,017 

33559,60,88,827 
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Schedule 3 (Continued) 

LOAN FUNDS [Notes 1 to 7 and 25(ii)] 



Rupees 

As at 

March 31, 2007 
Rupees 

As at 

March 31, 2006 
Rupees 

Brought forward 


41848,04,50,017 

33559,60,88.827 

Under a Line from Kreditanstalt fur Wiederaufbau (Unsecured) 


41,17,36,192 

41,17,36,192 

Loans from Scheduled Banks (Unsecured) - Short Term 


1344,39,26,519 

2359,14,06,014 

Commercial Paper (Unsecured) 


2200,00,00,000 

1120,00,00,000 

Non-Convertible Subordinated Debentures (Unsecured) 


1375,00,00,000 

900,00,00,000 

DEPOSITS (Unsecured) 

10369,35,33,080 


8722,95,85,421 

Interest Accrued and Due 

15,06,54,688 


18,46,54,404 



10384,41,87,768 

57193,03,00,496 

46721,34,70,858 


Schedule 4 
LOANS [Note 8] 


Individuals 
Corporate Bodies 
Others 


As at 

March 31, 2007 
Rupees 

37362,44,61,430 

17858,50,79,105 

1291,40,93,133 

56512,36,33,668 


As at 

March 31, 2006 
Rupees 

30261,77,92,386 

13975,73,78,093 

752,59,85,547 

44990,11,56,026 


Note : 

Investments in Debentures, Pass Through Certificates, Security Receipts and Corporate Deposits amounting to Rs. 1475,68,89,896 
(Previous Year Rs. 1508,91,11,204) are towards financing Real Estate Projects. The Debentures, Pass Through Certificates and 
Security Receipts are reflected in Schedule 5 and the Corporate Deposits are shown under Current Assets in Schedule 6. 
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Schedule 5 

INVESTMENTS (At Cost) 



As at 

As at 


March 31, 2007 

March 31, 2006 


Rupees 

Rupees 

Equity Shares - Subsidiaries and Associate Companies 

1242,53,90,779 

1034,18,00,928 

Equity Shares - Other Companies 

644,68,68,714 

646,95,93,509 

Preference Shares - Subsidiary and Others 

49,04,40,400 

53,34,40,400 

Convertible Debentures 

2,07,87,300 

2,07,87,300 

Debentures and Bonds - for Financing Real Estate Projects 

334,12,20,000 

430,17,20,000 

Debentures and Bonds - Others 

172,13,38,400 

137,89,38,400 

Pass Through Certificates and Security Receipts 

108,91,09,896 

158,96,91,204 

Government Securities 

321,65,15,000 

321,65,15,000 

Mutual Funds 

391,97,85,533 

739,01,70,204 

Venture Funds and Other Funds 

293,85,50,874 

249,67,19,950 

Properties (Net of Depreciation) 

144,81,34,474 

135,12,50,863 


3705,81,41,370 

3909,06,27,758 

Less : Provision for Diminution in Value of Investments 

39,58,15,263 

32,72,43,013 


3666,23,26,107 3876,33,84,745 


Aggregate of Quoted Investments 

Previous Year 

Book Value 
Rupees 

581,73,75,599 

(535,53,00,329) 

Market Value 
Rupees 

4778,36,87,653 

(4270,16,76,887) 

Aggregate of Investments listed but not quoted 

Previous Year 

343,65,15,000 

(392,70,15,000) 


Aggregate of Investments in Unquoted Mutual Funds (Refer Note 2 below) 

Previous Year 

384,34,48,208 

(739,01,70,204) 

360,30,28,880 

(730,77,49,166) 

Aggregate of Unquoted Investments (Others) 

Previous Year 

2211,68,52,826 

(2073,96,48,349) 


Properties 

Previous Year 

144,81,34,474 

(135,12,50,863) 



3666,23,26,107 


Previous Year 

(3876,33,84,745) 
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Schedule 5 (Continued) 
INVESTMENTS (At Cost) 


Equity Shares - Subsidiaries and Associate Companies 
(fully paid) 

Subsidiaries 

Number of 
Shares 

Face Value 
per Share 
Rupees 

As at 

March 31, 2007 
Rupees 

As at 

March 31, 2006 
Rupees 

GRUH Finance Ltd. * (49,17,181 rights shares acquired) 

2,13,07,785 

10 

60,74,00,667 

23,86,12,092 

HDFC Asset Management Co. Ltd, 

1,26,05,661 

10 

53,97,62,370 

53,97,62,370 

HDFC Chubb General Insurance Co. Ltd. 

9,25,00,000 

10 

92,50,00,000 

92,50,00,000 

HDFC Developers Ltd. 

50,000 

10 

5,00,000 

5,00,000 

HDFC Holdings Ltd. 

8,00,070 

10 

2,40,00,700 

2,40,00,700 

HDFC Investments Ltd. 

3,26,70,500 

10 

81,02,30,000 

81,02,30,000 

HDFC Property Ventures Ltd. 

10,00,000 

10 

1,00,00,000 

— 

HDFC. Realty Ltd. (17,50,000 rights shares acquired) 

57,50,070 

10 

5,31,38,347 

3,56,38,347 

HDFC Standard Life Insurance Co. Ltd. 

(16,75,57,979 (net) shares acquired) 

65,62,12,304 

10 

656,21,23,040 

488,65,43,250 

HDFC Trustee Co. Ltd. 

1,00,000 

10 

10,00,000 

10,00,000 

HDFC Venture Capital Ltd. 

4,02,500 

10 

40,25,000 

40,25,000 

HDFC Ventures Trustee Co. Ltd. 

Home Loan Services India Pvt. Ltd. 

50,000 

10 

5,00,000 

5,00,000 

(13,36,632 shares acquired) 

Associate Companies 

26,73,368 

10 

2,67,67,096 

956,44,47,220 

1,33,67,360 

747,91,79,119 

HDFC Bank Ltd. * 

3,88,60,000 

10 

150,66,40,000 

150,66,40,000 

Indian Association for Savings and Credit 

2,99,930 

10 

29,99,300 

29,99,300 

India Value Fund Advisors Pvt. Ltd. (1,43,325 shares sold) 

8,80,425 

10 

88,04,250 

1,02,37,500 

Intelenet Global Services Pvt. Ltd. 

3,41,99,363 

10 

134,25,00,009 

134,25,00,009 

Rockfort Estate Developers Ltd. 

* listed shares 

Equity Shares - Other Companies 
(fully paid) 

Unlisted : 



286,09,43,559 

1242,53,90,779 

2,45,000 

286,26,21,809 

1034,18,00,928 

AEC Cements and Constructions Ltd. 

2,80,000 

10 

28,00,000 

28,00,000 

Appollo Fibres Ltd. (Refer Note 5 below) 

— 

— 

— 

4,31,61,720 

Asset Reconstruction Co. (India) Ltd. 

(6,36,000 rights shares acquired) 

11,66,000 

10 

2,43,80,000 

53,00,000 

Automartindia Ltd. (17,59,751 rights shares acquired) 

26,23,084 

10 

3,99,80,835 

2,23,83,325 

Bhartiya Samruddhi Finance Ltd. 

5,00,000 

10 

50,00,000 

50,00,000 

Chalet Hotels Ltd. 

1,00,00,000 

10 

35,00,00,000 

35,00,00,000 

Computer Age Management Services Pvt, Ltd. 

28,80,000 

10 

3,21,60,000 

3,21,60,000 

Credit Information Bureau (India) Ltd. 

25,00,000 

10 

2,50,00,000 

2,50,00,000 

Feedback Ventures Pvt. Ltd. (5,69,025 shares acquired) 

12,37,325 

10 

3,23,53,140 

66,83,000 


Carried forward 51,16,73,975 49,24,88,045 
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Schedule 5 (Continued) 

INVESTMENTS (At Cost) 




Face Value 

As at 

As at 


Number of 

per Share 

March 31, 2007 

March 31, 2006 


Shares 

Rupees 

Rupees 

Rupees 

Brought forward 



51,16,73,975 

49,24,88,045 

GVFL Ltd. (75,000 rights shares acquired) 

1,50,000 

10 

27,75,000 

9,00,000 

IL&FS Education & Technology Services Ltd. 

24,00,000 

10 

12,00,00,000 

12,00,00,000 

INCAB Industries Ltd. 

76,188 

10 

23,24,884 

23,24,884 

Infrastructure Development Corporation (Karnataka) Ltd. 

1,50,000 

10 

15,00,000 

15,00,000 

Infrastructure Leasing & Financial Services Ltd. 

1,40,49,500 

10 

94,70,35,429 

94,70,35,429 

IPFonline Ltd. 

1,55,560 

10 

4,04,45,600 

4,04,45,600 

Kesoram Textile Mills Ltd. 

22,258 

2 

— 

— 

L&T Urban Infrastructure Ltd. 

7,05,863 

10 

5,66,20,025 

— 

Lafarge India Pvt, Ltd. 

2,33,33,336 

10 

50,00,00,040 

50,00,00,040 

Maruti Countrywide Auto Financial Services Pvt. Ltd. 

1,48,00,000 

10, 

14,80,00,000 

14,80,00,000 

Monotona Tyres Ltd. 

— 

— 

— 

54,00,000 

MIEL e-Security Pvt. Ltd. 

1,11,112 

10 

4,11,11,440 

4,11,11,440 

Next Gen Publishing Ltd. 





(2,21,760 rights shares acquired) 

12,11,760 

10 

1,69,96,320 

99,00,000 

Novacel Life Sciences Ltd. 

7,50,000 

10 

75,00,000 

75,00,000 

OCM India Ltd. 

2,86,301 

10 

9,48,580 

— 

PPN Power Generating Co, Pvt. Ltd, 

25,00,020 

100 

27,50,02,200 

27,50,02,200 

Precision Automation & Robotics India Ltd. 

5,02,488 

10 

1,21,28,110 

1,21,28,110 

Prize Petroleum Co. Ltd. 

9,99,900 

10 

99,99,000 

99,99,000 

Softcell Technologies Ltd, 

4,99,702 

10 

2,59,84,504 

2,59,84,504 

SolutionNET India Pvt. Ltd, 

2,64,000 

10 

96,00,000 

96,00,000 

SICOM Ltd. 

6,07,200 

10 

4,85,76,000 

4,85,76,000 

Tamil Nadu Urban Infrastructure Financial Services Ltd. 

1,50,000 

10 

15,00,000 

15,00,000 

Tamil Nadu Urban Infrastructure Trustee Co. Ltd, 

15,000 

10 

1,50,000 

1,50,000 

Vishal Retail Ltd. 

2,00,000 

10 

4,00,00,000 

— 




281,98,71,107 

269,95,45,252 

Listed : 





Bajaj Auto Ltd. (40,000 shares sold) 

31,700 

10 

1,60,51,467 

3,63,05,683 

Bharat Bijlee Ltd. 

97,480 

10 

44,23,228 

44,23,228 

Bharat Electronics Ltd. 

— 

— 

— 

99,55,204 

Bharat Heavy Electricals Ltd. (1,80,616 shares acquired) 

2,92,401 

10 

42,04.42,690 

2,03,83,685 

Bharat Petroleum Corporation Ltd. 

— 

— 

— 

99,39,589 

Cairn India Ltd. 

3,12,480 

10 

4,99,96,800 

— 

Cipla Ltd. (1,65,000 shares sold) 

2,47,500 

2 

5,84,16,923 

9,73,61,539 

Chambal Fertilisers & Chemicals Ltd. 

13,30,831 

10 

2,02,25,023 

2,02,25,023 

Coromandel Fertilisers Ltd. 

6,66,665 

2 


— 

Development Credit Bank Ltd. 





(4,92,370 shares acquired) 

40,47,926 

10 

16,89,06,600 

16,00,00,020 

E.I.D. Parry (India) Ltd. 

— 

— 

— 

2,55,14,100 

GAIL (India) Ltd. 

— 

— 

— 

2,99,33,676 

Great Offshore Ltd. (Refer Note 4 below) 

1,10,000 

10 

43,63,409 

— 

Gujarat Ambuja Cements Ltd. (5,10,000 (net) shares sold) 

8,64,000 

2 

4,30,26,142 

5,95,96,942 

Hindustan Lever Ltd. (17,500 shares acquired) 

5,89,909 

1 

11,89,15,000 

11,39,81,524 

Carried forward 



90,47,67,282 

58,76,20,213 
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Schedule 5 (Continued) 
INVESTMENTS (At Cost) 




Face Value 

As at 

As at 


Number of 

per Share 

March 31, 2007 

March 31, 2006 


Shares 

Rupees 

Rupees 

Rupees 

Brought forward 



90,47,67,282 

58,76,20,213 

Hindustan Oil Exploration Co, Ltd, 

83,82,962 

10 

30,11,09,061 

14,18,32,821 

(20,95,740 rights shares acquired) 





Hotel Leelaventure Ltd, (Refer note 7(a) below) 

20,00,000 

2 

6,04,00,000 

22,65,00,000 

ICICI Bank Ltd, (4,70,000 shares sold) 

1,80,000 

10 

9,45,00,000 

34,12,50,000 

Indian Oil Corporation Ltd, 

— 

— 

— 

1,99,24,053 

Indraprastha Medical Corporation Ltd, 

90,00,000 

10 

38,64,60,000 

38,64,60,000 

Industrial Development Bank of India Ltd, 

— 

— 

— 

2,58,87,144 

Infosys Technologies Ltd, (60,500 bonus shares received) 

80,500 

5 

10,32,22,537 

3,53,95,000 

Infrastructure Development Finance Co, Ltd, 2 

,10,00,000 

10 

21,00,00,000 

21,00,00,000 

ITC Ltd,' 

— 

' — 

— 

10,08,12,377 

Jet Airways (India) Ltd, 

— 

— 

— 

1,95,58,000 

JSW Steel Ltd, 

— 

— 

— 

8,85,47,560 

Larsen & Toubro Ltd. 

1,66,203 

2 

12,21,61,308 

5,38,11,766 

(10,797 (net) shares sold, 1,13,000 bonus shares received.) 





Mahindra & Mahindra Ltd, (1,48,239 (net) shares sold) 

10,30,000 

10 

38,40,16,251 

29,48,92,546 

Mukand Ltd, (72,453 shares acquired) 

6,22,253 

10 

5,03,90,564 

4,22,32,855 

National Thermal Power Corporation Ltd, 

— 

— 

— 

1,28,34,000 

Oil & Natural Gas Corporation Ltd, 

1,69,231 

10 

8,71,92,134 

7,45,90,891 

(63,077 bonus shares received) 





Oriental Bank of Commerce (1,09,852 shares sold) 

1,90,148 

10 

4,75,37,000 

7,50,00,000 

Punjab National Bank 




1,28,72,340 

Recron Synthetics Ltd. (Refer note 5 below) 

— 

— 

— 

1,40,62,500 

Reliance Communications Ltd, (30,000 shares acquired) 

2,00,907 

5 

2,32,85,981 

1,36,32,203 

(Formerly Reliance Communication Ventures Ltd.) 





Reliance Industries Ltd, (1,43,407 (net) shares sold) 

27,500 

10 

3,62,45,531 

1,83,17,172 

Reliance Natural Resources Ltd. 

— 

— 

— 

2,17,722 

Shopper’s Stop Ltd. 

— 

— 

— 

39,71,982 

Siemens Ltd, (Refer Note 7(b) below) 

5,05,066 

2 

3,45,32,446 

6,83,72,145 

SICAL Logistics Ltd. 

12,32,493 

10 

44,00,00,001 

44,00,00,001 

SRF Ltd, 

3,15,000 

10 ' 

1,23,46,459 

1,23,46,459 

State Bank of India (1,91,457 shares sold) 

3,82,543 

10 

5,25,98,557 

7,89,23,341 

Tata Consultancy Services Ltd. 

1,02,958 

1 

8,06,00,682 

1,30,54,300 

(15,358 (net) shares sold, 1,02,958 bonus shares received) 





Tata Motors Ltd, 

70,000 

10 

5,67,90,685 

5,67,90,685 

Tata Steel Ltd, 

— 

— 

— 

3,19,67,966 

The Associated Cement Companies Ltd. 

2,55,000 

10 

7,50,40,340 

10,53,45,941 

(1,15,000 (net) shares sold) 





The Great Eastern Shipping Co. Ltd. (Refer Note 4 below) 

6,40,000 

10 

2,47,68,534 

7,00,09,451 

The South Indian Bank Ltd, 

— 

— 

— 

2,70,17,628 

Tube Investments of India Ltd, 

— 

— 

— 

58,03,875 

UTI Bank Ltd. (3,44,416 (net) shares sold) 

2,90,584 

10 

3,90,32,254 

6,01,93,320 




362,69,97,607 

377,00,48,257 




644,68,68,714 

646,95,93,509 
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Schedule 5 (Continued) 
INVESTMENTS (At Cost) 


Preference Shares - Cumulative Redeemable 
(fully paid) 

— Subsidiary 

10% HDFC Asset Management Co. Ltd. 


— Others 

0.001% BPL Ltd. 

5% IFCI Ltd. 

6% The Arvind Mills Ltd. (partly redeemed) 
12.5% The Western India Plywoods Ltd. 


Convertible Debentures 

— Redeemable (fully paid) 

0% IL&FS Education & Technology Services Ltd. 
(Optionally Fully Convertible Debentures) 

Debentures and Bonds - Redeemable 

— for financing Real Estate Projects (fully paid) 
Held as long term investments 
— Subsidiary 

9.5% GRUH Finance Ltd. 


— Others 

13.2% Maharashtra State Police Housing 

& Welfare Corporation Ltd. (partly redeemed) 
5.1% National Housing Bank 

5.5% National Housing Bank (32,000 bonds redeemed) 

8.5% National Housing Bank 

11.25% National Housing Bank (partly redeemed) 

13.75% National Housing Bank 

8% West Bengal Infrastructure Development 
Finance Corporation Ltd. 



Face Value 

As at 

As at 

Number of 

per Share 

March 31, 2007 

March 31, 2006 

Shares 

Rupees 

Rupees 

Rupees 


1,25,25,000 

10 

12,52,50,000 

12,52,50,000 



12,52,50,000 

12,52,50,000 

5,99,014 

100 

5,99,01,400 

5,99,01,400 

1,65,28,900 

10 

16,52,89,000 

16,52,89,000 

20,00,000 

70* 

14,00,00,000 

17,00,00,000 

— 

— 

— 

1,30,00,000 



36,51,90,400 

40,81,90,400 



49,04,40,400 

53,34,40,400 


Face Value 



Number of 

per Debenture/ 

As at 

As at 

Debentures/ 

Bond 

March 31, 2007 

March 31, 2006 

Bonds 

Rupees 

Rupees 

Rupees 

2,07,873 

100 

2,07,87,300 

2,07,87,300 



2,07,87,300 

2,07,87,300 


100 10 , 00,000 

10 , 00 , 00,000 

10 , 00 , 00,000 


10 , 00 , 00,000 

10 , 00 , 00,000 


4,000 

37,500 

15,00,00,000 

20,00,00,000 

59,000 

10,000 

59,00,00,000 

59,00,00,000 

78,122 

10,000 

78,12,20,000 

110,12,20,000 

— 

— 

— 

50,00,00,000 

3,000 

40,000 

12,00,00,000 

21,00,00,000 

— 

— 


5,00,000 

16,000 

1,00,000 

160,00,00,000 

160,00,00,000 


324,12,20,000 

420,17,20,000 

334,12,20,000 

430,17,20,000 
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Schedule 5 (Continued) 

INVESTMENTS (At Cost) 


Face Value 



Number of 

per Debenture/ 

As at 

As at 


Debentures/ 

Bond 

March 31, 2007 

March 31, 2006 


Bonds 

Rupees 

Rupees 

Rupees 

Debentures and Bonds - Redeemable - Others 
(fully paid) 

Held as long term investments 





6,6% Tax Free ARS Bonds 

55,80,267 

100 

55,80,26,700 

55,80,26,700 

5.5% National Highways Authority of India 

610 

10,000 

61,00,000 

— 

5.5% Rural Electrification Corporation Ltd. 

46,850 

10,000 

46,85,00,000 

— 




103,26,26,700 

55,80,26,700 

Held as current investments 





0% Appollo Fibres Ltd. (Refer Note 5 below) 

— 

— 


4,31,61,700 

12% Cholamandalam DBS Finance Ltd. 

100 

10,00,000 

10,00.00,000 

— 

21% Credential Finance Ltd. 

10 

10,00,000 

1,00,00,000 

1,00,00,000 

12% Gujarat Urja Vikas Nigam Ltd. 

50 

10,00,000 

5,00,00,000 

5,00,00,000 

Infrastructure Leasing & Financial Services Ltd. 
(Floating Rate Debenture) 

4,00,000 

1,000 

40,00,00,000 

40,00,00,000 

0% Indian Petrochemicals Corporation Ltd. 

4,31,617 

100 

4,31,61,700 

— 

(Refer note 5 below) 





8.5% Kalyani Steels Ltd, (partly redeemed) 

100 

3,40,000 

3,40,00,000 

6,67,00,000 

12% Maharashtra Vikrikar Rokhe Pradhikaran Pvt. Ltd. 

— 

— 


10,00,00,000 

10% Orient Paper & Industries Ltd. (partly redeemed) 

15,00,000 

34 

5.15,50,000 

10,10,50,000 

10.75% Tamil Nadu Industrial Development Corporation Ltd. 

— 

— 

— 

5,00,00,000 




68,87,11,700 

82,09,11,700 




172,13,38,460 

137,89,38,400 

Pass Through Certificates & Security Receipts 

Pass Through Certificates 



107,72,47,716 

152,55,91,204 

Security Receipts 



1,18,62,180 

6,41,00,000 




108,91,09,896 

158,96,91,204 

Government Securities 

Government of India Loans 



321,65,15,000 

321,65,15,000 

Schemes of Mutual Funds 

ABN AMRO Mutual Fund 



7,09,86,461 


Birla Mutual Fund 



7,36,31,341 

— 

DSP Merrill Lynch Mutual Fund 



8,52,50,116 

20,00,00,000 

HDFC Mutual Fund 



283,51,09,905 

669,00,00,000 

Kotak Mahindra Mutual Fund 



10,00,00,000 

10,00,00,000 

Morgan Stanley Mutual Fund 



7,63,37,325 

— 

Reliance Mutual Fund 



27,83,00,181 

— 

Tata Mutual Fund 



10,00,00,000 

10,00,00,000 

DTI Mutual Fund 



30,01,70,204 

30,01,70,204 




391,97,85,533 

739,01,70,204 



m :::': m 
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INVESTMENTS (At Cost) 

As at 

As at 


March 31, 2007 

March 31, 2006 


Rupees 

Rupees 

Venture Funds and Other Funds 

AIG Indian Sectoral Equity Trust 

78,72,894 

1,37,74,090 

Gujarat Venture Capital Trust 

— 

1,00,000 

GVFL Capital Trust 

55,00,000 

60,00,000 

HDFC Property Fund 

252,71,76,906 

203,40,00,000 

IL&FS Venture Fund 

1,68,89,389 

1,68,89,389 

India Value Fund 

21,39,50,386 

25,87,95,172 

Tamil Nadu Urban Development Fund 

16,71,61,299 

16,71,61,299 


293,85,50,874 

249,67,19,950 


Notes : 

1) Unquoted investments include Rs. Nil (Previous Year Rs. 16,00,00.020) in respect of shares, which are subject to a lock-in 
period. Quoted investments include Rs. 16,24,34,420 (Previous Year Rs. 65,00,00,001) in respect of shares, which are 
subject to a lock-in period and include Rs. 60,74,00,667 (Previous Year Rs. 23,86,12,092) in respect of shares, which are 
subject to restrictive covenant. 

2) Market value of Investments in Unquoted Mutual Funds represents the repurchase price of the units issued by the Mutual Funds. 

3) Investments in Equity Shares, Preference Shares, Pass Through Certificates, Security Receipts, Convertible Debentures, 
Government Securities, units of Mutual Funds and Venture Funds and Other Funds are held as long-term investments. 
Investments in Cash Management Schemes of Mutual Funds are held as current investments. (Refer Note 9 below) 

4) During the year, the Corporation sold 10,00,000 shares of The Great Eastern Shipping Company Ltd. Subsequently, pursuant 

to a scheme of de-merger, of the Corporation’s holding of 8,00,000 shares of The Great Eastern Shipping Company Ltd., 

1,60,000 shares were cancelled and the Corporation received 1,60,000 shares of Great Offshore Ltd. in exchange thereof. 
During the year the Corporation sold 50,000 shares of Great Offshore Ltd. of Rs. 0.20 crore. 

5) During the year, under a scheme of Amalgamation between Indian Petrochemicals Corporation Ltd., Recron Synthetics Ltd. 
and Appollo Fibres Ltd. the Corporation received 4,31,617 debentures and 2,14,006 shares of Indian Petrochemicals Corporation 
Ltd. in exchange for the Corporation’s holding of debentures in Appollo Fibres Ltd. and shares in Appollo Fibres Ltd. and 
Recron Synthetics Ltd. Subsequently, the Corporation sold 2,14,006 shares of Indian Petrochemicals Corporation Ltd. of 
Rs. 5.72 crores. 

6) During the year the Corporation sold 40,726 shares of Jindal South West Holdings Ltd. of Rs. Nil. 

7) (a) During the year, the Corporation sold 1,10,496 shares of Rs. 10 each of Hotel Leelaventure Ltd. of Rs. 1.67 crores. 

Subsequently, the face value of the shares of Hotel Leelaventure Ltd. was split from Rs. 10 to Rs. 2 and hence the 
Corporation received 69,47,520 shares of Rs. 2 each of Hotel Leelaventure Ltd..in exchange for the Corporation’s 
holding of 13,89,504 shares of Rs. 10 each. The Corporation, subsequently, during the year sold 49,47,520 shares of 
Rs. 2 each of Hotel Leelaventure Ltd. of Rs. 14.94 crores. 

(b) During the year, the Corporation sold 5,600 shares of Rs. 10 each of Siemens Ltd. of Rs. 0.19 crore. Subsequently, the 
face value of the shares of Siemens was split from Rs. 10 to Rs. 2 and hence the Corporation received 9,72,000 shares 
of Rs. 2 each of Siemens Ltd. in exchange for the Corporation's holding of 1,94,400 shares of Rs. 10 each. The 
Corporation, subsequently, during the year sold 4,66,934 shares of Rs. 2 each of Siemens Ltd. of Rs. 3.19 crores. 

8) The Corporation purchased and sold 60,877 shares of Idea Cellular Ltd. of Rs. 0.46 crore, 2,79,240 shares of Indian Bank of 
Rs. 2.54 crores, 40,500 shares of Infosys Technologies Ltd. of Rs. 5.19 crores, 20,000 shares of Oil & Natural Gas Corporation 
Ltd. of Rs. 1.03 crores, 84,012 shares of Reliance Petroleum Ltd. of Rs. 0.50 crore, 34,000 shares of Tata Steel Ltd of Rs. 0.74 
crore, 49,000 shares of Larsen & Toubro Ltd. of Rs. 3.38 crores, 87,600 shares of Tata Consultancy Services Ltd. of Rs. 6.86 
crores, 10,000 shares of Bharat Electronics Ltd. of Rs. 0.87 crore, 5,400 shares of Reliance Industries Ltd. of Rs. 0.07 crore,10,00,000 
preference shares of The India Cements Ltd. of Rs. 10 crores and 185 bonds of Yes Bank Ltd. of Rs, 18.50 crores. 

9) Investments in Mutual Funds include Rs. 251 crores (Previous Year Rs. 624 crores) in units of Cash Management Scheme of 
mutual fund. During the year, the Corporation acquired Rs. 40,145 crores (Previous Year Rs. 22,389 crores) and sold 
Rs. 40,518 crores (Previous Year Rs. 22,360 crores) of units of such schemes of mutual funds invested for the purpose of 
deployment of overnight cash surpluses. 
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Schedule 6 

CURRENT ASSETS, LOANS AND ADVANCES [Note 9] 


CURRENT ASSETS 

Income Accrued on Investments 

Interest Accrued on Deposits 

Sundry Debtors (Unsecured; Considered good) 

Cash and Bank Balances : 

Cash and Cheques on Hand 
With Scheduled Banks : 

Current Accounts 
Deposit Accounts 
With Reserve Bank of India 


LOANS AND ADVANCES 
Instalments due from borrowers 
Advances recoverable in cash or in kind 
or for value to be received 
Corporate Deposits 


Schedule 7 

CURRENT LIABILITIES AND PROVISIONS [Note 10] 


CURRENT LIABILITIES 
Interest Accrued but not Due 
Sundry Creditors 
Advance Payments 
Other Liabilities 


PROVISIONS 
Proposed Dividend 
Additional Tax on Dividend 

Provision for premium payable on redemption of FRNs 
and FCCB 

Provision for Contingencies 
Provision for Retirement Benefits 


Rupees 

As at 

March 31, 2007 
Rupees 

As at 

March 31, 2006 
Rupees 


36,53,23,566 

28,78,29,090 

5,01,89,725 

27,69,96,718 

26,94,35,310 

2,18,53,778 

101,42,88,162 


41,68,90,868 

176,53,77,786 

1095,32,04,962 

5,85,606 

1373,34,56,516 

153,34,94,807 

1006,52,15,506 

5,85,606 


1443,67,98,897 

1258,44,72,593 

219,25,89,725 


186,42,39,969 

1018,35,03,468 

2375,26,41,000 

3612,87,34,193 

471,46,29,740 

2290,69,68,000 


5056,55,33,090 

4207,03,10,302 


Rupees 

As at 
March 31, 2007 
Rupees 

As at 

March 31, 2006 
Rupees 

934,61,98,573 

165,05,93,897 

63,66,15,739 

321,62,86,484 


792,13,68,730 

48,51,88,448 

56,50,11,683 

204,20,55,544 


1484,96,94,693 

1101,36,24,405 

556,61,45,354 

94,59,66,403 


499,12,78,660 

70,00,26,832 

230,22,11,284 

409,66,48,440 

50,83,31,855 

1341,93,03,336 

129,72,28,092 

380,45,56,071 

27,82,69,262 


2826,89,98,029 

2208,49,83,322 
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Schedule 8 
FIXED ASSETS 


GROSS BLOCK DEPRECIATION AND AMORTISATION NET BLOCK 


As at 
March 31, 2006 

Additions 

Deductions 

As at 

March 31, 2007 

As at 

March 31, 2006 

For the Year 

Deductions 

As at 

March 31, 2007 

As at 

March 31, 2007 

As at 
March 31, 2006 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 


TANGIBLE 

Land : 

Freehold 

30,69,47,852 

- 

9,40,81,197 

21,28,66,655 

- 

- 

- 

- 

21,28,66,655 

30,69,47,852 

Leasehold 

2,30,40,118 

1,14,27,634 

- 

3,44,67,752 

34,72,471 

3,65,949 

- 

38,38,420 

3,06,29,332 

1,95,67,647 

Buildings : 

Own Use 

177,58,96,277 

10,34,11,669 

16,12,10,102 

171,80,97,844 

22,20,51,605 

2,80,07,442 

1,62,48,454 

23,38,10,593 

148,42,87,251 

155,38,44,672 

Under Operating Lease 

14,02,60,205 

- 

14,02,60,205 

- 

1,02,25,281 

16,88,553 

1,19,13,834 

- 

- 

13,00,34,924 

Leasehold Improvements 

5,36,81,715 

56,25,619 

15,15,713 

5,77,91,621 

2,53,19,972 

1,08,17,794 

12,85,227 

3,48,52,539 

2,29,39,082 

2,83,61,743 

Computer Hardware 

38,89,59,375 

5,37,23,688 

3,30,64,313 

40,96,18,750 

34,07,25,454 

4,00,59,101 

3,30,75,826 

34,77,08,729 

6,19,10,021 

4,82,33,921 

Furniture and Fittings, 

Office Equipment etc.: 

Own Use 

71,95,04,106 

7,10,54,409 

2,54,36,467 

76,51,22,048 

46,22,60,553 

5,78,41,736 

2,05,22,657 

49,95,79,632 

26,55,42,416 

25,72,43,553 

Under Operating Lease 

1,54,00,170 

- 

- 

1,54,00,170 

80,60,026 

11,61,071 

- 

92,21,097 

61,79,073 

73,40,144 

Vehicles ; 

Owned 

4,80,86,092 

1,47,42,502 

84,09,297 

5,44,19,297 

2,92,96,953 

81,92,537 

65,21,290 

3,09,68,200 

2,34,51,097 

1,87,89,139 

Leased 

51 13 909 



51 13 909 

47 81 678 

1 53 305 


49 34 983 

1 78 926 

3,32,231 

v 1 , 1 U »vVv 



v i j i y jv/ww 

i r } VJ 1 |UI 

1 jvUjwVV 



1 j 1 V n (m. \J 

Leased Assets : 

Plant & Machinery 

140,25,40,479 

- 

1,86,61,129 

138,38,79,350 

140,00,36,708 

25,03,775 

1,86,61,133 

138,38,79,350 

- 

25,03,771 

Vehicles 

24,76,05,748 

- 

- 

24,76,05,748 

24,76,05,748 

- 

- 

24,76,05,748 

- 

- 

Lease Terminal Adjustment 

- 

- 

- 

- 

(9,64,15,476) 

- 

(7,46,88,256) 

(2,17,27,220) 

2,17,27,220 

9,64,15,476 

INTANGIBLE 

Computer Software 

2,66,59,801 

_ 

_ 

2,66,59,801 

2,31,67,827 

24,63,402 

_ 

2,56,31,229 

10,28,572 

34,91,974 


515,36,95,847 25,99,85,521 

48,26,38,423 

493,10,42,945 

268,05,88,800 

15,32,54,665 

3,35,40,165 

280,03,03,300 

213,07,39,645 

247,31,07,047 

Previous Year 

567,86,33,512 

14,04,55,743 

66,53,93,408 

515,36,95,847 

273,01,50,259 

17,46,25,778 

22,41,87,238 

268,05,88,800 

247,31,07,047 

294,84,83,253 


Notes: 

1) Buildings include Rs. 1,21,370 (Previous Year Rs. 1,21,370) being the cost of shares in Co-operative Housing Societies and Limited Companies. 

2) Depreciation charge for the financial year, excludes Rs. 2,13,09,128 (Previous Year Rs. 1,23,01,307) being depreciation charge on Investment in Properties. 

3) Freehold land includes Properties amounting to Rs. 6,35,22,648 (Previous Year Rs. 15,76,03,845) acquired in satisfaction of debts. 
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Schedule 9 

OPERATING INCOME [Note 12] 


For the year ended 




March 31, 2007 

Previous Year 


Rupees 

Rupees 

Rupees 

Interest Income : 

Interest on Loans 

4850,22,38,840 


3461,32,62,988 

(Net of Loss on Exchange Rs. 2,87,55,818 
- Previous Year Rs. 10,10,777) 




Other Interest 

463,80,37,187 


324,98,24,648 

(Tax deducted at source Rs. 5,70,36,040 
- Previous Year Rs. 6,90,15,190) 






5314,02,76,027 

3786,30,87,636 

Surplus from deployment in Cash Management 




Schemes of Mutual Funds 


38,76,36,426 

8,93,23,404 

Dividends 


117,89,47,417 

107,96,19,917 

Other Operating Income 


336,23,56,524 

294,85,09,039 



5806,92,16,394 

4198,05,39,996 

Schedule 10 

INTEREST AND OTHER CHARGES [Note 18(i)] 


For the year ended 




March 31, 2007 

Previous Year 


Rupees 

Rupees 

Rupees 

INTEREST 

Loans 

1579,56,47,221 


1075,29,57,641 

(Net of Gain on Exchange Rs. 6,37,74,748 
- Previous Year Rs, 6,36,69,592) 




Deposits 

860,52,07,157 


541,93,05,593 

Bonds 

1189,18,38,932 


843,00,68,935 

Others 

— 


10,826 



3629,26,93,310 

2460,23,42,995 

OTHER CHARGES 


37,57,78,827 

30,89,36,176 

(Includes Loss on Exchange Rs. 5,08,045 
- Previous Year Gain on Exchange Rs, 1,76,522) 






3666,84,72,137 

2491,12,79,171 


Schedule 11 

STAFF EXPENSES [Notes 15,17(1) and 20(iii)] 

For the year ended 



March 31, 2007 

Previous Year 


Rupees 

Rupees 

Salaries and Bonus 

75,70,89,842 

66,10,31,046 

Contribution to Provident Fund and Other Funds 

10,55,50,389 

9,62,29,308 

Staff Training and Welfare Expenses 

5,00,44,331 

4,60,38,767 


91,26,84,562 

80,32,99,121 
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Schedule 12 

ESTABLISHMENT EXPENSES [Note 17(i)] 


Rent 

Rates and Taxes 

Repairs and Maintenance - Buildings 
General Office Expenses 
Electricity Charges 
Insurance Charges 


For the year ended 


March 31, 2007 

Previous Year 

Rupees 

Rupees 

12,67,19,733 

12,00,35,042 

2,58,24,319 

1,96,08,762 

2,64,52,475 

2,61,91,077 

1,38,41,265 

1,43,88,832 

5,81,92,022 

5,64,45,410 

64,40,630 

67,82,916 

25,74,70,444 

24,34,52,039 


Schedule 13 

OTHER EXPENSES [Notes 17, 18(ii) and 18(iii)] 

For the year ended 

March 31, 2007 

Previous Year 


Rupees 

Rupees 

Travelling and Conveyance 

9,14,16,334 

8,28,72,947 

Printing and Stationery 

4,43,02,805 

4,84,20,548 

Postage, Telephone and Fax 

13,50,92,564 

12,18,29,438 

Advertising 

29,47,64,281 

31,57,42,324 

Repairs and Maintenance - Other than Buildings 

4,09,70,371 

3,40,30,412 

Office Maintenance 

6,53,92,220 

5,65,44,168 

Legal Expenses 

6,49,24,360 

4,82,75,680 

Computer Expenses 

3,45,63,284 

2,69,62,688 

Directors' Fees and Commission 

38,65,685 

38,30,000 

Miscellaneous Expenses 

23,26,02,444 

16,87,02,214 

Auditors' Remuneration 

1,36,47,991 

87,15,831 


102,15,42,339 

91,59,26,250 
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Schedule 14 

NOTES FORMING PART OF THE ACCOUNTS 

1 The Corporation has availed a loan of USD 100 million from the Asian Development Bank (Loan II). In respect of tranches 1 
and 2 aggregating to USD 60 million, as per agreements with a scheduled bank, the Corporation has handed over the dollar 
funds to the bank overseas and has obtained rupee funds in India amounting to Rs. 200 crores by way of a term loan and 
Rs. 100 crores through the issue of bonds which have been subscribed by the bank. 

In respect of tranche 3 of USD 40 million, as per an agreement with a financial institution, the Corporation has handed over 
the dollars to a financial institution overseas and under a back-to-back arrangement obtained rupee funds in India. All 
payments in foreign currency are the responsibility of the financial institution. 

In terms of the agreements, the Corporation’s foreign exchange liability is protected. 

2 The Corporation has raised USD 100 million in the international markets through the issue of Floating Rate Notes (FRNs). 
Interest payable on the FRNs is shown under the head Interest and Other Charges (Schedule 10). The FRNs are redeemable 
in July 2007 at a premium of USD 15 million. The Corporation has entered into -a risk management arrangement whereby the 
amount of premium has been crystallised at Rs. 84.54 crores. In accordance with the Companies Act, 1956, the premium 
payable on redemption of the FRNs has been charged to the Securities Premium Account in the earlier years, to set up the 
full liability for premium payable in view of the Accounting Standard on ‘Provisions, Contingent Liabilities and Contingent 
Assets' (AS 29) issued by the Institute of Chartered Accountants of India. 

3 (i) The Corporation has raised USD 500 million through the issue of zero coupon Foreign Currency Convertible Bonds 

(FCCB). The bonds are convertible at any time into equity shares of the Corporation of face value of Rs. 10 each from 
August 24, 2006 upto July 29, 2010, at the option of the holders, at Rs. 1,399.148 per equity share representing a 
conversion premium of 50% over the initial reference share price. The premium payable on redemption of the bonds is 
charged to the Securities Premium Account over the life of the bonds. The bonds are redeemable on September 27, 
2010 with a yield to maturity of 4.62% per annum. Upto March 31, 2007, none of the Bonds have been converted into 
equity shares. 

(ii) Gains / losses arising out of foreign exchange fluctuations in respect of foreign currency borrowings, net of risk 
management arrangements, are to the account of the Corporation. Wherever the Corporation has entered into a forward 
contract or an instrument that is, in substance, a forward exchange contract, the difference between the forward rate 
and the exchange rate on the date of the transaction is recognised as income or expense over the life of the contract. 
The amount of exchange difference in respect of such contracts to be recognised as expense in the Profit and Loss 
Account over subsequent accounting periods is Rs. 45.54 crores (Previous Year Rs. 46,23 crores). 

(iii) Assets and liabilities in foreign currencies are revalued at the rates of exchange prevailing at the year end. Cross 
currency swaps are marked to market. The reduced liability, net of risk management arrangements, of Rs. 20.58 crores 
(Previous Year Rs. 6.37 crores) arising upon revaluation at the year end (based on the prevailing exchange rate) has 
been written back to the Provision for Contingencies Account. 

(iv) As on March 31, 2007, the Corporation has foreign currency borrowings (excluding FCCB) of USD 1,068.48 million 
equivalent (Previous Year USD 1,152.32 million). The Corporation has undertaken principal only swaps, currency options 
and forward contracts on a notional amount of USD 777 million equivalent (Previous Year USD 927 million) to hedge 
the foreign currency risk. Further, interest rate swaps on a notional amount of USD 391 million equivalent (Previous 
Year USD 703 million) are outstanding, which have been undertaken to hedge the interest rate risk on the foreign 
currency borrowings. As on March 31, 2007, the Corporation’s net foreign currency exposure on borrowings net of risk 
management arrangements is USD 100.17 million (Previous Year USD 164.34 million). 

As a part of asset liability management and on account of the increasing response to the Corporation’s Adjustable Rate 
Home Loan product as well as to reduce the overall cost of borrowings, the Corporation has entered into interest rate 
swaps wherein it has converted its fixed rate rupee liabilities of a notional amount of Rs. 7,265 crores (Previous Year 
Rs. 6,565 crores) as on March 31, 2007 for varying maturities into floating rate liabilities linked to various benchmarks. 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

In addition, the Corporation has entered into cross currency swaps of a notional amount of USD 643 million equivalent 
(Previous Year USD 421.39 million) wherein it has converted its rupee liabilities into foreign currency liabilities and the 
interest rate is linked to the benchmarks of respective currencies. 

4 (i) Out of the total Bonds issued by the Corporation, Bond certificates aggregating to Rs. 148.18 crores (Previous Year 

Rs. 142.18 crores) have been purchased under a buy-back arrangement. These certificates have been kept alive for the 
purpose of re-issue. 

(ii) The maximum amount of Commercial Paper outstanding at any time during the year was Rs. 2,200 crores (Previous 
Year Rs, 2,815 crores). 

5 (i) Loans are secured by Promissory Notes and/or a negative lien on all the assets of the Corporation. 

(ii) Bonds are in the nature of Promissory Notes and are secured by a negative lien on all the assets of the Corporation. 

(iii) Non-convertible Debentures amounting to Rs. 18,481,35 crores (Previous Year Rs. 13,153.35 crores) are secured by a 
negative lien on all the assets of the Corporation and by a mortgage. These debentures are redeemable at par between 
2007 and 2017. 

(iv) Floating Rate Notes are secured by a negative pledge on- all the assets of the Corporation. 

6 During the year, the Corporation raised Rs. 475 crores (Previous Year Rs. 500 crores) through the issue of long term 
Unsecured Redeemable Non-Convertible Subordinated Debentures (subordinated debt). As on March 31, 2007, the Corporation’s 
outstanding subordinated debt was Rs. 1,375 crores (Previous Year Rs. 900 crores), These Debentures are redeemable at 
par between 2011 and 2017. The debt is subordinated to present and future senior indebtedness of the Corporation and 
qualifies as Tier II capital under National Housing Bank (NHB) guidelines for assessing capital adequacy. Based on the 
balance term to maturity as at March 31, 2007, 94.18% of the book value of the subordinated debt is considered as Tier II 
capital for the purpose of capital adequacy computation. 

7 (i) Loan Funds include Rs. 1,49,05,009 (Previous Year Rs. 1,51,79,630) from Directors. 

(ii) Deposits include Rs. 3,34,606 (Previous Year Rs. 5,95,806) received under the Home Loan Account Scheme of the 
National Housing Bank. 

(iii) Deposits include Rs. 6,118.54 crores (Previous Year Rs. 5,366.65 crores) due within one year. 

(iv) Deposits include Rs. 2,00,00,000 (Previous Year Rs. 10,61,00,000) due to subsidiary companies. 

8 (i) Loans granted by the Corporation are secured or partly secured by : 

(a) Equitable mortgage of property and / or 

(b) Pledge of shares, units, other securities, assignment of life insurance policies and / or 

(c) Hypothecation of assets and / or 

(d) Bank guarantees, company guarantees or personal guarantees and / or 

(e) Negative lien and / or 

(f) Assignment of hire purchase receivables and / or 

(g) Undertaking to create a security. 

(ii) In respect of loans aggregating to Rs. 288,09,40,926 (Previous Year Rs. 294,37,77,354), the Corporation has been 
assigned the right to future receivables along with a power of attorney authorising the Corporation, inter-alia, to obtain 
possession of the property in case of default. 

(iii) Loans include Rs. 18.11 crores (Previous year Rs. Nil) in respect of properties held for disposal under Securitisation 
and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002. 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

9 (i) There are no Sundry Debtors which are outstanding for a period over six months. 

(ii) Out of the total Loans and Advances (Schedule 6), amounts aggregating to Rs. 1547,61,54,333 (Previous Year 

Rs, 1646,62,56,245) are secured. 

(iii) Advances recoverable in cash or in kind are net of Provision for Taxation and include Rs. 16,02,35,993 (Previous Year 
Rs. 31,59,98,651) towards advances of capital nature, Rs. 53,883 (Previous Year Rs. 1,70,653) due from a 
private limited company in which one of the directors of the Corporation is interested as a director and Rs. 96,95,247 
(Previous Year Rs. 60,30,077) due from subsidiary companies. 

(iv) Corporate Deposits include Rs. 3.75 crores (Previous Year Rs. 2.25 crores) due from subsidiary companies. 

(v) Interest Accrued on Deposits includes Rs. 64,110 (Previous Year Rs. Nil) due from subsidiary companies. 

10 (i) There are no amounts payable to any Small Scale Industrial undertaking. 

(ii) The Corporation has not received any intimation from "suppliers” regarding their status under the Micro, Small and 

Medium Enterprises Development Act, 2006 and hence disclosures, if any, relating to amounts unpaid as at the year end 
together with the interest paid / payable as required under the said Act have not been given. 

(iii) As required under Section 205C of the Companies Act, 1956, the Corporation has transferred Rs. 35,13,760 (Previous 
Year Rs. 22,17,351) to the Investor Education and Protection Fund (IEPF) during the year. As of March 31, 2007, no 
amount was due for transfer to the IEPF. 

(iv) Sundry Creditors include Rs. 4,30,42,105 (Previous Year Rs. 4,15,39,327) due to subsidiary companies and Rs. 19,17,450 
(Previous Year Rs. Nil) due to the Chairman as indicated in Note 16. 

(v) Interest Accrued but not due includes Rs. 3,39,287 (Previous Year Rs. 2,397) due to a subsidiary company. 

11 Estimated amount of contracts remaining to be executed on capital account and not provided for (net of advances) is 

Rs. 89.27 crores (Previous Year Rs. 154.71 crores). 

12 (i) Other Operating Income includes net profit on sale of investments amounting to Rs. 316,01,24,881 (Previous Year 

Rs. 227,24,59,530), including Rs. 32,98,47,923 on account of sale of shares of HDFC Standard Life Insurance Company 
Ltd. (Subsidiary Company) and Rockfort Estate Developers Ltd. (Associate Company) [Previous Year Rs. 48,90,58,500 
on account of sale of shares of HDFC Standard Life Insurance Company Ltd., HDFC Securities Ltd. (Associate Company) 
and Credit Information Bureau (India) Ltd. (Associate Company)], Rs. 9,27,18,803 (Previous Year Rs. Nil) towards 
profit on sale of properties acquired in satisfaction of debts and income from leases amounting to Rs. 10,95,12,840 
(Previous Year Rs. 67,60,49,509). The profit on sale of investments excludes Surplus from deployment in Cash Management 
Schemes of Mutual Funds. 

(ii) Profit on sale of investments is net of loss of Rs. 16,16,525 (Previous year includes profit of Rs. 2,02,38,000) in respect 
of investments held as current investments. 

(iii) Surplus from deployment in Cash Management Schemes of Mutual Funds amounting to Rs. 38,76,36,426 
(Previous Year Rs. 8,93,23,404) is in respect of investments held as current investments. 

(iv) Dividend income includes Rs. 37,23,54,340 (Previous Year Rs. 30,86,88,987) received from subsidiary companies. 

(v) Other Interest includes Interest on Investments amounting to Rs. 102,62,76,287 (Previous Year Rs. 79,69,16,535), 
including Rs. 13,63,68,773 (Previous Year Rs. 10,43,12,897) in respect of current investments. 

(vi) In accordance with the Guidance Note on accounting for Leases issued by the Institute of Chartered Accountants of 
India (ICAI), an amount of Rs. 7,46,88,256 (Previous Year Rs. 4,69,38,097) towards Lease Equalisation has been 
reduced from Income from Leases, in respect of Leases entered prior to the applicability of Accounting Standard on 
'Leases' (AS 19) issued by the ICAI. 

(vii) Income from Leases includes profit on sale of properties acquired and leased amounting to Rs. 1,56,51,834 
■ (Previous Year Rs. 57,26,20,932). 
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13 Other Income includes rent of Rs. 8,07,46,842 (Previous Year Rs. 5,07,03,430), of which Rs. 23,62,032 (Previous Year 
Rs, 23,62,032) is in respect of rent for certain assets given on operating lease and sub-lease payments received 
Rs. 61,70,400 (Previous Year Rs. 20,56,800) in respect of a property acquired under operating lease as per Note 25(iii). 

14 (i) Earnings in foreign currency (Cash basis): 



Current year 

Previous Year 


Rupees 

Rupees 

Interest on Bank Deposits 

14,21,64,057 

9,83,80,470 

Consultancy and other fees 

2,21,79,865 

2,14,97,082 

Others 

12,49,51,843 

3,40,32,189 

Expenditure in foreign currency (Cash basis) : 

Current year 

Previous Year 


Rupees 

Rupees 

Interest and Other Charges on Loans 

158,30,97,279 

103,94,23,889 

FCCB Issue expenses 

Nil 

23,48,55,924 

Others 

3,30,64,334 

2,06,55,296 


15 Consequent to the early adoption of Accounting Standard on Employee Benefits (AS 15) (Revised 2005) issued by the 

Institute of Chartered Accountants of India, the following disclosures have been made as required by the Standard: 

i) An amount of Rs. 7,56,69,980 being the difference (net of tax effect of Rs. 3,83,93,903) between the liability as on 
March 31, 2006 on employee benefits including defined benefit plans determined based on the revised AS 15 and the 
liability as per the Corporation's previous accounting policy has been adjusted against the opening balance of General 
Reserve, in'terms of AS 15 (revised). 

ii) The charge to the Profit and Loss Account for the year towards employee benefits is higher by Rs. 2,31,03,145 as 
compared to the expense as per the Corporation’s previous accounting policy. 

iii) The Corporation has recognised the following amounts in the Profit and Loss Account which are included under Contributions 
to Provident Fund and Other Funds : 



Rupees 

Provident Fund 

3,09,79,044 

Superannuation Fund 

1,73,34,452 

Employees’ Pension Scheme-1995 

91,85,900 


The Rules of the Corporation’s Provident Fund administered by a Trust require that if the Board of Trustees are unable to 
pay interest at the rate declared for Employees’ Provident Fund by the Government under para 60 of the Employees' 
Provident Fund Scheme, 1952 for the reason that the return on investment is less or for any other reason, then the 
deficiency shall be made good by the Corporation. Having regard to the assets of the Fund and the return on the 
investments, the Corporation does not expect any deficiency in the foreseeable future. 
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iv) The details of the Corporation’s post-retirement benefit plans for its employees including whole-time directors are given 
below which is certified by the actuary and relied upon by the auditors: 



Rupees 

Change in the Benefit Obligations: 


Liability at the beginning of the year 

32,43,45,790 

Current Service Cost 

2,72,65,642 

Interest Cost 

2,59,37,602 

Benefits Paid 

(57,76,747) 

Actuarial loss 

5,47,52,790 

Liability at the end of the year * 

42,65,25,077 

*The Liability at the end of the year Rs.42,65,25,077 includes Rs.12,00,14',212 in respect of an 
un-funded plan 


Fair Value of Plan Assets: 


Fair Value of Plan Assets at the beginning of the year 

23,47,40,196 

Expected Return on Plan Assets 

1,87,79,216 

Contributions 

4,16,36,603 

Benefits Paid 

(57,76,747) 

Actuarial loss on Plan Assets 

(48,43,603) 

Fair Value of Plan Assets at the end of the year 

28,45,35,665 

Total Actuarial loss, to be recognised 

(5,95,96,393) 

Actual Return on Plan Assets: 


| “Expected Feturn on Flan Assets 

] 1,87,79,216 1 

Actuarial loss on Plan Assets 

: (48,43,603) 

Actual Return on Plan Assets 

1,39,35,613 

Amount Recognised in the Balance Sheet: 


Liability at the end of the year 

42,65,25,077 

Fair Value of Plan Assets at the end of the year 

28,45,35,665 

Amount recognised in the Balance Sheet under “Provision for Retirement Benefits” 

14,19,89,412 

Expense Recognised in the Profit and Loss Account: 

i 

Current Service Cost 

2,72,65,642 

Interest Cost 

2,59,37,602 

Expected Return on Plan Assets 

(1,87,79,216) 

Net Actuarial loss to be recognised 

5,95,96,393 

Expense recognised in the Profit and Loss Account under staff expenses 

9,40,20,421 

Reconciliation of the Liability Recognised in the Balance Sheet: 


Opening Net Liability 

8,96,05,594 

Expense recognised 

9,40,20,421 

Contribution by the Corporation 

4,16,36,603 

Amount recognised in the Balance Sheet under “Provision for Retirement Benefits” 

14,19,89,412 
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Investment Pattern: 



% Invested 
Current Year 

% Invested 
Previous Year 

Central Government securities 

14.85 

18.30 

State Government Securities / Securities guaranteed by State / Central 
Government 

8.97 

11.52 

Public Sector / Financial Institutional Bonds 

23.62 

29.42 

Private Sector Bonds 

3.16 

5.74 

Special Deposit Scheme 

7.75 

9,39 

Investments in Insurance Cos. 

39.65 

22,93 

Others (including bank balances) 

2.00 

2.70 

Total 

100.00 

100,00 


Based on the above allocation and the prevailing yields on these assets, the long term estimate of the expected rate of 
return on fund assets has been arrived at. 

Principal Assumptions: 



Current Year 
% 

Previous Year 
% 

Discount Rate 

8 

7.5 

Return on Plan Assets 

8 

8 


16 Managerial Remuneration : 

Current Year Previous Year 

Rupees Rupees 

Salaries and Commission 5,10,75,000 4,13,25,000 

Corporation's contribution to Provident and Superannuation Funds 33,08,850 28,06,650 

Perquisites and other allowances 1,46,24,593 1,32,02,596 


The above is excluding contribution to the gratuity fund and provision made for the post retirement pension scheme for the 
whole-time Directors. 

Out of above, an amount of Rs. 19,17,450 is payable to the Chairman subject to the approval of the shareholders at the 
ensuing Annual General Meeting. 
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Computation of net profit in accordance with Section 198 of the Companies Act, 1956 in respect of commission payable to 
Directors : 


Profit Before Tax 

Add: Provision for Contingencies 
Managerial Remuneration 
Directors’ Fees and Commission 
Accrued Loss on Redemption of Investments 

Less: Profit on Sale of Investments 

Profit on sale of properties acquired in satisfaction of debts 
Surplus from deployment in Cash Management Schemes of Mutual Funds 
Amounts utilised out of Shelter Assistance Reserve 
Capital Profit on sale of Leased Properties and other assets 

Net Profit as per Section 198 


Rupees 

1967,78,46,012 

25,00,00,000 

6,90,08,443 

38,65,685 

4,64,02,023 


316,01,24,881 

9,27,18,803 

38,76,36,426 

4,68,21,904 

12,62,38,945 


i) Commission payable to whole-time Directors : 

At 1% of net profit for each of the three whole-time Directors 
Restricted to 

ii) Commission payable to non whole-time Directors : 

At 1% of net profit for all non whole-time Directors 
Restricted to 


Rupees 


2004,71,22,163 


381,35,40,959 

1623,35,81,204 


48,70,07,436 

3,88,20,000 

16,23,35,812 

31,35,685 


17 (i) Expenditure shown in Schedule 11 is net of recovery from subsidiary companies and a Joint Venture Company in 

respect of Salaries Rs. 1,56,63,353 (Previous Year Rs. 1,23,47,348) and Staff Welfare Expenses Rs. 23,513 
(Previous Year Rs. 41,514). Expenditure shown in Schedule 12 is net of recovery from subsidiary companies, in respect 
of Rent Rs. 3,73,050 (Previous Year Rs. 5,60,400) and Electricity Charges Rs. 5,48,076 (Previous Year Rs. 9,67,658). 
Expenditure shown in Schedule 13 is net of recovery from subsidiary companies, in respect of Repairs and 
Maintenance - Other than Buildings Rs. 3,67,410 (Previous Year Rs. 6,48,626) and Office Maintenance Rs. 1,19,208 
(Previous Year Rs. 2,10,467). 

(ii) Miscellaneous Expenses under Schedule 13 exclude Rs. 4,68,21,904 (Previous Year Rs. 4,76,56,336) in respect of 
amounts utilised out of Shelter Assistance Reserve during the year. 

18 (i) Interest on Deposits includes Rs. 3,26,620 (Previous Year Rs. 5,77,076) paid to the Chairman of the Corporation. 

(ii) Other Expenses include Provision for Wealth Tax amounting to Rs. 57,00,000 (Previous Year Rs. 43,00,000) and Securities 
Transaction Tax amounting to Rs. 82,80,755 (Previous Year Rs. 77,32,221). 


71 

www.reportjunction.com 










SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

(iii) Auditors’ Remuneration : 



Current Year 

Previous Year 


Rupees 

Rupees 

Audit Fees 

53,63,125 

42,67,875 

Tax Matters 

35,85,000 

12,40,000 

Other Matters 

31,06,000 

16,75,500 

Reimbursement of Expenses 

3,70,603 

7,20,506 

Service Tax 

12,23,263 

8,11,950 


1,36,47,991 87,15,831 


Audit Fees include Rs. 1,48,125 (Previous Year Rs. 1,52,875) paid to Branch Auditors and Rs. 7,15,000 (Previous Year 
Rs. 6,15,000) paid as internal audit fees to a firm in which some of the partners of the Branch Auditors are 
also partners. 

Reimbursement of expenses includes Rs. 3,70,603 (Previous Year Rs. 4,45,237) paid to a firm in which some of the 
partners of the Branch Auditors are also partners. 

The above is excluding Rs. 1,03,25,000 (Previous Year Rs. 2,24,040) paid to a firm in which some of the partners of the 
Statutory Auditors are also partners and also excludes Rs. Nil (Previous Year Rs. 25,34,600) inclusive of Service Tax of 
Rs. Nil (Previous Year Rs. 2,34,600) paid in connection with the FCCB issue which is debited to the Securities Premium 
Account, 

19 (i) The Corporation has only one reportable segment of business viz. Housing Finance business for the purposes of 
paragraph 25(2) of the Housing Finance Companies (NHB) Directions 2001 and all other activities revolve around the 
main business of Housing Finance. 

(ii) As per the Housing Finance Companies (NHB) Directions 2001, non-performing assets are recognised on the basis of 
ninety days overdue. The total provision carried by the Corporation in terms of paragraph 25 (2) of the Housing Finance 
Companies (NHB) Directions 2001 and NHB circular NHB(ND)/DRS/Pol-No.09/2004-05 dated May 18, 2005 in respect of 
Housing and Non-Housing Loans is as follows: 


Rs. in crores 



Sub-Standard Assets 

Doubtful Assets 

Current Year 

Previous Year 

Current Year 

Previous Year 

Housing 

16.36 

15.39 

105.15 

78.15 

Non-Housing 

3.03 

1.34 

9.98 

10.68 


(iii) During the year, in addition to the charge of Rs. 25 crores (Previous Year Rs. 15 crores) to the Profit and Loss Account 
an amount of Rs. 13.12 crores (net of Deferred Tax of Rs. 21.88 crores) [(Previous Year Rs. 30 crores) (net of Deferred 
Tax of Rs. Nil)], has been transferred from Special Reserve No. I to Provision for Contingencies Account as per industry 
practice and in terms of National Housing Bank circular NHB(ND)/DRS/Pol-No.03/2004-05 dated August 26, 2004 pursuant 
to Section 29C of the National Housing Bank Act, 1987. 

(iv) Provision for Contingencies debited to the Profit and Loss Account includes Provision for Diminution in the Value of 
Investments amounting to Rs. 7.83 crores (Previous Year Rs. 13.45 crores). The balance of the Provision represents 
provision made against non-performing assets and other contingencies. 


72 


www.reportjunction.com 























SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 



Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

20 (i) Special Reserve has been created over the years in terms of Section 36(1)(viii) of the Income-tax Act, 1961 out of the 

distributable profits of the Corporation. Special Reserve No. I relates to the amounts transferred upto Financial Year 
1996-97, whereas Special Reserve No. II relates to the amounts transferred thereafter. 

(ii) As per Section 29C of the National Housing Bank Act, 1987 (NHB Act), the Corporation is required to transfer at least 
20% of its net profits every year to a reserve before any dividend is declared. For this purpose any Special Reserve 
created by the Corporation under Section 36(1 )(viii) of the Income Tax Act, 1961 is considered to be an eligible transfer. 
Accordingly, the amount of Rs. 466 crores (Previous Year Rs. 350 Crores) transferred by the Corporation during the 
year to Special Reserve No. II in terms of Section 36(1)(viii) of the Income Tax Act, 1961 meets with the reserve 
requirements under Section 29C of the NHB Act. The Corporation has in addition to the above, transferred an additional 
sum of Rs. 80 crores (Previous Year Rs. Nil) from the net profit for the year to “Additional Reserve (u/s 29C of the NHB 
Act)". 

(iii) During the year an amount of Rs. 2,07,911 (Previous Year Rs. 1,80,000) has been written back on account of 24,285 
(Previous Year 20,000) stock options lapsed under Employee Stock Option Scheme 1999 and 2002. The same has been 
included in the Accounts under Salaries and Bonus. 


21 During the year, the Corporation utilised Rs. 102.89 crores (Previous Year Rs. 80.42 crores) out of the Securities Premium 
Account in accordance with Section 78 of the Companies Act, 1956. Out of the above, Rs. 102.89 crores (Previous Year 
Rs. 56.48 crores) has been utilised towards the premium paid/payable on the redemption of Non-Convertible Debentures 
and FCCB of the Corporation and Rs. Nil (Previous Year Rs. 23.94 crores) has been utilised towards expenditure relating to 
the FCCB issue. 

22 (i) Contingent Liability in respect of guarantees provided by the Corporation aggregated to Rs. 35.14 crores 

(Previous Year Rs. 193.67 crores). 

(ii) Contingent Liability in respect of income-tax demands, net of amounts provided for and disputed by the Corporation, 
amounts to Rs. 180.96 crores (Previous Year Rs. 210.66 crores). The matters in dispute are under appeal. The said 
amount has been paid/adjusted and will be received as refund if the matters are decided in favour of the Corporation. 

(iii) Contingent Liability in respect of corporate undertakings provided by the Corporation for securitisation of receivables 
aggregated to Rs. 208.94 crores (Previous Year Rs. 102.38 crores). The outflows would arise in the event of a shortfall, 
if any, in the cash flows of the pool of the securitised receivables. 


23 The Corporation's main business is to provide loans for the purchase or construction of residential houses in India. All other 
activities of the Corporation revolve around the main business. As such, there are no separate reportable segments, as per 
the Accounting Standard on 'Segment Reporting' (AS 17), issued by the Institute of Chartered Accountants of India. 


24 


As per the Accounting Standard on ‘Related Party Disclosures’ 
India, the related parties of the Corporation are as follows : 

A) Subsidiary Companies 

HDFC Developers Ltd. 

HDFC Holdings Ltd. 

HDFC Trustee Company Ltd. 

HDFC Standard Life Insurance Company Ltd. 

GRUH Finance Ltd. 


(AS 18), issued by the Institute of Chartered Accountants of 

HDFC Investments Ltd. 

HDFC Asset Management Company Ltd. 

HDFC Realty Ltd. 

HDFC Chubb General Insurance Company Ltd. 

Home Loan Services India Pvt. Ltd. 


HDFC Venture Capital Ltd. HDFC Ventures Trustee Company Ltd. 

HDFC Property Ventures Ltd. (from November 14, 2006) 


73 


www.reportjunction.com 



SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

B) Joint Venture 

Intelenet Global Services Pvt. Ltd. 

C) Associate Companies 

HDFC Bank Ltd. 

India Value Fund Advisors Pvt. Ltd. 

Rockfort Estate Developers Ltd. (Till June 30, 2006) 
Indian Association for Savings and Credit 

D) Key Management Personnel 
Mr.. Deepak S Parekh 

Mr. Keki M Mistry 
Ms. Renu Sud Karnad 


I) The nature and volume of transactions of the Corporation during the year, with the above related parties were as 
follows : 


Particulars 

Subsidiary Companies 

Associates & Joint Ventures 

Key Management Personnel 


Current Year 

Previous Year 

Current Year 

Previous Year 

Current Year 

Previous Year 


Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

INCOME 







Dividend 

37,23,54,340 

30,86,88,987 

25,69,06,122 

20,98,19,522 

Nil 

Nil 

Interest 

1,00,83,459 

1,11,98,985 

2,10,69,309 

55,02,060 

Nil 

Nil 

Consultancy & Other Fees 

3,47,38,979 

2,26,48,406 

73,76,441 

53,86,31,561 

Nil 

Nil 

Rent 

7,51,63,945 

4,58,37,092 

41,79,951 

37,46,835 

Nil 

Nil 

Sale of Loans 

1,58,03,048 

35,15,77,384 

Nil 

Nil 

Nil 

Nil 

Other Income 

41,84,782 

74,52,045 

19,79,820 

18,44,83,522 

Nil 

Nil 

EXPENDITURE 







Interest 

1,40,41,455 

21,19,208 

Nil 

. Nil 

3,29,556 

5,79,696 

Bank and Other Charges 

29,75,25,943 

19,06,45,300 

30,97,39,115 

26,32,00,176 

Nil 

Nil 

Rent Paid 

Nil 

Nil 

15,90,355 

Nil 

Nil 

Nil 

Purchase of Fixed Assets 

4,65,000 

Nil 

Nil 

Nil 

Nil 

Nil 

Remuneration 

Nil 

Nil 

Nil 

Nil 

6,90,08,443 

5,73,34,246 

ASSETS 







Investments 

978,96,97,220 

770,44,29,119 

286,09,43,559 

286,26,21,809 

Nil 

Nil 

Deposits 

3,75,00,000 

2,25,00,000 

1,93,84,000 

11,00,00,000 

Nil 

Nil 

Others 

1,15,62,645 

60,30,077 

19,54,573 

8,71,904 

Nil 

Nil 

LIABILITIES 







Deposits 

2,00,00,000 

10,61,00,000 

4,08,692 

4,08,692 

36,987 

79,08,868 

Short Term Loans 

Nil 

Nil 

198,95,47,624 

21,27,49,554 

Nil 

Nil 

Others 

4,33,81,392 

4,15,41,724 

Nil 

Nil 

Nil 

Nil 
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II) The nature and volume of material transactions of the Corporation during the year, with the above related parties were 
as follows : 


Particulars 

Subsidiary Companies 

Associates & Joint Ventures 

Key Management Personnel 


Current Year 

Previous Year 

Current Year 

Previous Year 

Current Year 

Previous Year 


Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

INCOME 

Dividend 

HDFC Asset Management 
Co. Ltd. 

13,22,78,780 

11,96,73,119 

Nil 

Nil 

Nil 

Nil 

HDFC Investments Ltd. 

13,39,49,050 

10,45,45,600 

Nil 

Nil 

Nil 

Nil 

-' GRUH Finance Ltd. 

4,09,76,510 

3,44,20,268 

Nil 

Nil 

Nil 

Nil 

HDFC Venture Capital Ltd 

6,44,00,000 

4,83,00,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

21,37,30,000 

17,48,70,000 

Nil 

Nil 

Intelenet Global 

Services Pvt. Ltd. 

Nil 

Nil 

Nil 

2,47,12,022 

Nil 

Nil 

Interest 

GRUH Finance Ltd. 

95,00,000 

95,00,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Realty Ltd. 

Nil 

15,31,314 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

1,94,23,830 

53,99,320 

Nil 

Nil 

Consultancy and 

Other Fees 

HDFC Asset Management 
Co. Ltd. 

77,80,450 

48,10,814 

Nil 

Nil 

Nil 

Nil 

HDFC Standard Life 
Insurance Co. Ltd. 

2,56,33,146 

1,56,47,012 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

73,76,441 

53,85,51,509 

Nil 

Nil 

Rent 

HDFC Asset Management 
Co. Ltd. 

2,00,95,273 

2,01,38,460 

Nil 

Nil 

Nil 

Nil 

HDFC Chubb General 
Insurance Co. Ltd. 

4,55,62,032 

1,96,42,032 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

41,79,951 

37,46,835 

Nil 

Nil 

Sale of Loans 

GRUH Finance Ltd. 

1,58,03,048 

35,15,77,384 

Nil 

Nil 

Nil 

Nil 

Other Income 

HDFC Asset Management 
Co. Ltd. 

35,96,548 

69,42,495 

Nil 

Nil 

Nil 

Nil 

Intelenet Global Services 
Pvt. Ltd. 

Nil 

Nil 

15,46,240 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

4,33,580 

18,44,83,522 

Nil 

Nil 
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Particulars 

Subsidiary Companies 

Associates & Joint Ventures 

Key Management Personnel 


Current Year 

Previous Year 

Current Year 

Previous Year 

Current Year 

Previous Year 


Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

EXPENDITURE 

Interest 

HDFC Investments Ltd. 

1,02,32,536 

4,83,251 

Nil 

Nil 

Nil 

Nil 

HDFC Chubb General 
Insurance Co. Ltd, 

35,51,943 

16,35,957 

Nil 

Nil 

Nil 

Nil 

Mr. Deepak S Parekh 

Nil 

Nil 

Nil 

Nil 

3,26,620 

5,77,076 

Bank and Other Charges 

Home Loan Services India 
Pvt. Ltd. 

29,41,64,680 

18,53,88,835 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd, 

Nil 

Nil 

30,97,39,115 

26,32,00,177 

Nil 

Nil 

Rent Paid 

Intelenet Global Services 
Pvt. Ltd. 

Nil 

Nil 

15,90,355 

Nil 

Nil 

Nil 

Purchase of Fixed Assets 

- ' HDFC Developers Ltd. 

4,65,000 

Nil 

Nil 

Nil 

Nil 

Nil 

Remuneration 

Mr. Deepak S Parekh 

Nil 

Nil 

Nil 

Nil 

2,94,41,882 

2,48,93,025 

Mr. Keki M Mistry 

Nil 

Nil 

Nil 

Nil 

2,03,83,116 

1,65,74,492 

Ms. Renu Sud Karnad 

Nil 

Nil 

Nil 

Nil 

1,91,83,445 

1,58,66,729 
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Particulars 

Subsidiary Companies 

Associates & Joint Ventures 

Key Management Personnel 


Current Year 

Previous Year 

Current Year 

Previous Year 

Current Year 

Previous Year 


Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

Rupees 

ASSETS 

Investments 

- HDFC Investments Ltd. 

Nil 

81,02,30,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Standard Life 
Insurance Co. Ltd. 

656,21,23,040 

488,65,43,250 

Nil 

Nil 

Nil 

Nil 

- HDFC Chubb General 
Insurance Co. Ltd. 

Nil 

92,50,00,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

150,66,40,000 

150,66,40,000 

Nil 

Nil 

- Intelenet Global 

Services Pvt. Ltd. 

Nil 

Nil 

134,25,00,009 

134,25,00,009 

Nil 

Nil 

Deposits 

- HDFC Realty Ltd. 

Nil 

2,25,00,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

1,93,84,000 

11,00,00,000 

Nil 

Nil 

- Home Loan Services India 
Pvt. Ltd. 

3,50,00,000 

Nil 

Nil 

Nil 

Nil 

Nil 

Others 

- HDFC Bank Ltd. 

Nil 

Nil 

19,43,050 

8,66,700 

Nil 

Nil 

- HDFC Standard Life 
Insurance Co. Ltd. 

43,34,945 

18,07,099 

Nil 

Nil 

Nil 

Nil 

- HDFC Chubb General 
Insurance Co. Ltd. 

50,69,745 

18,03,111 

Nil 

Nil 

Nil 

Nil 

- HDFC Venture Capital 

Ltd. 

Nil 

20,22,430 

Nil 

Nil 

Nil 

Nil 

- HDFC Developers Ltd. 

18,03,289 

Nil 

Nil 

Nil 

Nil 

Nil 

LIABILITIES 

Deposits 

- HDFC Investments Ltd. 

Nil 

5,86,00,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Chubb General 
Insurance Co. Ltd. 

2,00,00,000 

4,75,00,000 

Nil 

Nil 

Nil 

Nil 

- HDFC Bank Ltd. 

Nil 

Nil 

4,08,692 

4,08,692 

Nil 

Nil 

- Mr. Deepak S Parekh 

Nil 

Nil 

Nil 

Nil 

Nil 

78,71,881 

- Ms. Renu Sud Karnad 

Nil 

Nil 

Nil 

Nil 

36,987 

36,987 

Short Term Loans 

- HDFC Bank Ltd. 

Nil 

Nil 

198,95,47,624 

21,27,49,554 

Nil 

Nil 

Others 

- HDFC Developers Ltd. 

4,23,47,083 

4,15,39,327 

Nil 

Nil 

Nil 

Nil 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

25 In accordance with the Accounting Standard on ‘Leases' (AS 19), issued by the Institute of Chartered Accountants of India, 
the following disclosures in respect of Operating and Finance Leases are made : 

(i) Income from Leases includes Rs. 16,24,26,620 (Previous Year Rs. 12,83,52,823) of which Rs. 1,18,01,152 (Previous 
Year Rs. 1,43,88,769) is towards contingent rent in respect of properties and certain assets leased out by the Corporation 
under Operating Leases. Out of the above, in respect of the non-cancellable leases, the future minimum lease payments 
are as follows : 


Period 

Current Year 
Rupees 

Previous Year 
Rupees 

Not later than one year 

15,68,00,036 

16,02,45,288 

Later than one year but not later than five years 

42,62,18,514 

21,05,91,299 


(ii) The Corporation had acquired, in the earlier years certain motor cars under a Finance Lease for a period of 4 years, for 
an aggregate fair value of Rs. 51,13,909. The total minimum lease payments (MLP) in respect thereof and the present 
value of the future lease payments, discounted at the interest rate implicit in the lease are : 


Period 

Total MLP 

Interest 

Principal 

Rupees 

Rupees 

Rupees 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Not later than one year 

71,491 

2,14,477 

996 

12,262 

70,495 

2,02,215 

Later than one year but 
not later than five years 

_ 

71,491 

_ 

996 

_ 

70,495 

Total 

71,491 

2,85,968 

996 

13,258 

70,495 

2,72,710 


(iii) The Corporation has acquired properties under non-cancellable operating leases for periods ranging from 36 months to 
108 months. The total minimum lease payments for the current year, in respect thereof, included under Rent, amount to 
Rs. 1,83,57,651 (Previous Year Rs. 1,18,35,092). The total sub-lease payments received in respect thereof included 
under Other Income amount to Rs. 61,70,400 (Previous Year Rs. 20,56,800). 


The future lease payments in respect of the above are as follows: 


Period 

Current Year 
Rupees 

Previous Year 
Rupees 

Not later than one year 

1,57,29,493 

1,02,77,843 

Later than one year but not later than five years 

5,07,34,005 

3,65,34,516 


26 In accordance with the Accounting Standard on ‘Earnings Per Share 1 (AS 20), issued by the Institute of Chartered Accountants 
of India : 

(i) In calculating the Basic Earnings Per Share, the Profit After Tax of Rs. 1570,38,46,012 (Previous Year Rs. 1257,30,01,543) 
has been adjusted for amounts utilised out of Shelter Assistance Reserve of Rs. 4,68,21,904 (Previous Year Rs. 4,76,56,336). 

Accordingly, the Basic Earnings Per Share have been calculated based on the adjusted Profit After Tax of Rs. 1565,70,24,108 
(Previous Year Rs. 1252,53,45,207) and the weighted average number of shares during the year of 24,98,95,601 
(Previous Year 24,92,54,305). 
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NOTES FORMING PART OF THE ACCOUNTS 

(ii) The reconciliation between the Basic and the Diluted Earnings Per Share is as follows 



Current Year 
Rupees 

Previous Year 
Rupees 

Basic Earnings Per Share 

62.65 

50.25 

Effect of outstanding Stock Options and FCCB 

(4.40) 

(1.81) 

Diluted Earnings Per Share 

58.25 

48.44 


(iii) The Basic Earnings Per Share have been computed by dividing the adjusted Profit After Tax by the weighted average 
number of equity shares for the respective periods; whereas the Diluted Earnings Per Share have been computed by 
• dividing the adjusted Profit After Tax by the weighted average number of equity shares, after giving dilutive effect of the 
outstanding Stock Options and FCCB for the respective periods. The relevant details as described above are as 
follows : 



Current Year 

Previous Year 

Weighted average number of shares for computation 
of Basic Earnings Per Share 

24,98,95,601 

24,92,54,305 

Diluted effect of outstanding Stock Options and FCCB 

1,88,98,539 

93,16,213 

Weighted average number of shares for computation 
of Diluted Earnings Per Share 

26,87,94,140 

25,85,70,518 


27 In compliance with the Accounting Standard relating to ‘Accounting for Taxes on Income' (AS 22), issued by the Institute of 
Chartered Accountants of India, the Corporation has taken credit of Rs. 20,00,00,000 (Previous Year Rs. 8,00,00,000) in the 
Profit and Loss Account for the year ended March 31, 2007 towards deferred tax asset (net) for the year, arising on account 
of timing differences. 


The major components of deferred tax assets and liabilities are: 



Assets 

Liabilities 


Current Year 

Previous Year 

Current Year 

Previous Year 


Rupees 

Rupees 

Rupees 

Rupees 

a) Depreciation 



54,73,10,428 

58,00,10,205 

b) Provision for Contingencies 

157,67,11,001 

129,21,81,223 



c) Provision for Employee Benefits 

14,04,18,743 

4,15,20,860 



d) Accrued Redemption Loss (net) 

5,71,72,450 

4,09,98,456 



e) Others (net) 

40,21,683 

(2,08,60,788) 



Total 

177,83,23,877 

135,38,39,751 

54,73,10,428 

58,00,10,205 

Net Deferred Tax Asset 

123,10,13,449 

77,38,29,546 
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NOTES FORMING PART OF THE ACCOUNTS 

28 In compliance with the Accounting Standard relating to ‘Financial Reporting of Interests in Joint Ventures’ (AS 27), issued by 
the Institute of Chartered Accountants of India, the Corporation has interests in the following jointly controlled entities, which 
are incorporated in India : 


Rs. in crores 


Names of Companies 

Percentage of 
Shareholding 

Amount of Interest based on the last Audited Accounts 
for the year ended March 31, 2007 



Assets 

Liabilities 

Income 

Expenditure 

Capital 
Commitment & 
Contingent Liability 

HDFC Standard Life Insurance Co. Ltd. 

81.90 

(78.81) 

4,414.71 

(2,325.87) 

4,079.75 

(2,057.81) 

16.63 

(10.06) 

119.46 

(111.53) 

37.34 

(10.71) 

HDFC Chubb General Insurance Co. Ltd. 

74.00 

(74.00) 

179.11 

(171.03) 

109.13 

(103.09) 

2.45 

(4.15) 

0.60 

(0.60) 

1.95 

(0.73) 

Intelenet Global Services Pvt. Ltd. 

50.00 

(50.00) 

172.06 

(154.91) 

92.84 

(77.04) 

149.08 

(135.90) 

147.26 

(128.22) 

49.99 

(2.71) 


Figures in bracket pertain to the Previous Year. 


29 (i) Provision for Contingencies as on March 31, 2007 amounting to Rs. 409.67 crores (Previous Year Rs. 380.46 crores) 
includes provisions for non-performing assets, Standard Assets and all other contingencies. Ip addition to the provisions 
against non-performing assets, vide the National Housing Bank circular No. NHB(ND)/DRS/DIR-18-07/1336/2007 dated 
March 26, 2007, all housing finance companies are required to carry a general provision at the rate of 0.40% of the total 
outstanding amount of non-housing loans which are Standard Assets in tranches upto December 31, 2007, with a 
minimum provisioning of 0.10% by March 31, 2007. Accordingly, the Corporation is required to carry a minimum provision 
of Rs. 151.29 crores (Previous Year Rs. 107.63 crores) towards non-performing assets and standard assets, as per the 
prudential norms of the National Housing Bank. 

As against the required minimum provision of 0.10% of the non-housing loans which are Standard Assets by March 31, 
2007, the Corporation has provided for at the rate of 0.40% by the aforesaid date. 

(ii) Movement in Provision for Contingencies Account during the year is as under: 

Rs. in crores 



Current Year 

Previous Year 

Opening Balance 

380.46 

376.91 

Additions during the year 

60.00 

45.00 

Utilised during the year - towards loans write offs, Diminution in Value of 
Investments, Foreign Currency Revaluation, Provision for Securitisation etc. 

(30.79) 

(41.45) 

Closing Balance 

409.67 

380.46 


30 Under Employees Stock Option Scheme - 2005 (ESOS-05), the Corporation had on October 25, 2005, granted 74,73,621 
stock options at an exercise price of Rs. 912.90 per option representing 74,73,621 equity shares of Rs. 10/- each to the 
employees and directors of the Corporation. The said price was determined in accordance with the pricing formula approved 
by the shareholders i.e. at the latest available closing price on the stock exchange having higher trading volume. 
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NOTES FORMING PART OF THE ACCOUNTS 

In terms of the Scheme, the options would vest over a period of 2-3 years from the date of grant, but not later than October 
24, 2008, depending upon the option grantee completing continuous service of three years with the Corporation. Accordingly, 
during the year 35,35,432 options (Previous Year Nil) were vested [including 970 options (Previous Year Nil) vested and 
lapsed]. The options can be exercised over a period of five years from the date of respective vesting. 

Method used for accounting for share based payment plan: 

The Corporation has used intrinsic value method to account for the compensation cost of stock option to employees of the 
Corporation. Intrinsic value is the amount by which the quoted market price of the underlying share exceeds the exercise 
price of the option. Since options under ESOS - 05 were granted at the market price, the intrinsic value of the option is 
Rs. Nil. Consequently the accounting value of the option (compensation cost) is also Rs. Nil. 


Movement in the options under ESOS-05: 



Options 
Current Year 

Options 
Previous Year 

Options outstanding at the beginning of year 

74,34,326 

Nil 

Granted during the year 

Nil 

74,73,621 

Exercised during the year 

30,83,344 

Nil 

Lapsed during the year 

1,10,608 

39,295 

Options outstanding at the end of the year 

42,40,374 

74,34,326 

Options unvested at the end of the year 

37,89,256 

74,34,326 

Options Exercisable at the end of the year 

4,51,118 

Nil 


Since all the options were granted at an exercise price of Rs. 912.90 per option, the weighted average exercise price 
per option is the same. 


Fair Value Methodology: 

The fair value of options used to compute proforma net income and earnings per equity share have been estimated on the 
date of grant using Black-Scholes model. 

The key assumptions used in Black-Scholes model for calculating fair value as on the date of grant viz. October 25, 2005, 
are: (a) risk-free interest rate: 6.38% p.a.; (b) expected life: 2 to 3 years; (c) expected volatility of share price: 30% and 
(d) expected growth in dividend: 20% p.a. The weighted average fair value of the option, as on the date of grant, works out 
to Rs. 105.50 per Stock Option. 
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NOTES FORMING PART OF THE ACCOUNTS 

Had compensation cost for the stock options granted under ESOS-05 been determined based on fair value approach, 
the Corporation’s net profit and earning per share would have been as per the pro forma amounts indicated 
below: 


Rs. in Crores 



Current Year 

Previous Year 

Net Profit (as reported) 

1,570.38 

1,257.30 

Add: Stock-based employee compensation expense included in the net income 

- 

- 

Less: Stock-based compensation expense determined under fair value based 



method: (Gross Rs. 40.88 crores) (pro forma) 

27.12 

15.44 

Net Profit (pro forma) 

1,543.26 

1,241.86 

Less: Amounts utilised out of Shelter Assistance Reserve 

4.68 

4,77 

Net Profit considered for computing EPS (pro forma) 

1,538.58 

1,237.09 



Current Year 
Rupees 

Previous Year 
Rupees 

Basic earning per share (as reported) 

62.65 

50.25 

Basic earning per share (pro forma) 

61.57 

49.63 

Diluted earning per share (as reported) 

58.25 

48,44 

Diluted earning per share (pro forma) 

57.24 

47.84 


31 Particulars of dividend payable to non-resident shareholders (including Foreign Institutional Investors) are as under : 



Current Year 

Previous Year 

Type of Dividend 

' Annual 

Annual 

Year to which the dividend relates 

2005-06 

2004-05 

Number of non-resident shareholders 

8 

8 

Number of shares held by them 

2,66,26,162 

3,35,97,119 

Gross amount of dividend 

Rs. 53,25,23,240 

Rs. 57,11,51,023 


32 Figures for the previous year have been regrouped wherever necessary. 
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Schedule 15 

SIGNIFICANT ACCOUNTING POLICIES 

1 ACCOUNTING CONVENTION 

These accounts have been prepared in accordance with historical cost convention, applicable Accounting Standards issued 
by the Institute of Chartered Accountants of India and relevant provisions of the Companies Act, 1956. 

The preparation of financial statements requires the management to make estimates and assumptions considered in the 
reported amounts of assets and liabilities (including current liabilities) as of the date of the financial statements and the 
reported income and expenses during the reporting period. Management believes that the estimates used in preparation of 
the financial statements are prudent and reasonable. Future results could differ from these estimates. 

2 SYSTEM OF ACCOUNTING 

The Corporation adopts the accrual concept in the preparation of the accounts. 

The Balance Sheet and the Profit and Loss account of the Corporation are prepared in accordance with the provisions 
contained in Section 211 of the Companies Act 1956, read with Schedule VI thereto and the approvals granted under the 
section by the Company Law Board. 

3 INFLATION 

Assets and liabilities are recorded at historical cost to the Corporation. These costs are not adjusted to reflect the changing 
value in the purchasing power of money. 

4 INTEREST ON HOUSING LOANS 

Repayment of housing loans is generally by way of Equated Monthly Instalments (EMIs) comprising principal and interest. 
EMIs commence once the entire loan is disbursed. Pending commencement of EMIs, pre-EMI interest is payable every 
month. Interest on loans is computed either on an annual rest or on a monthly rest basis. 

5 INCOME FROM LEASES 

Lease rental income in respect of leases is recognised in accordance with the Accounting Standard on 'Leases' (AS 19) 
issued by the Institute of Chartered Accountants of India. 

6 INCOME FROM INVESTMENTS 

In respect of Investments in Schemes of Unit Trust of India and Other Mutual Funds with assured returns, the income is 
accounted on an accrual basis. 

The gain/loss on account of Investments in Preference Shares, Debentures/Bonds and Government Securities held as long¬ 
term investments and acquired at a discount/premium, is recognised over the life of the security on a pro-rata basis. 

7 BROKERAGE AND SERVICE CHARGES ON DEPOSITS 

Brokerage, other than incentive brokerage, and service charges on deposits are amortised over the period of the deposit. 
Incentive brokerage, which is payable to agents who achieve certain collection targets, is charged to the Profit and Loss 
Account. 

8 TRANSLATION OF FOREIGN CURRENCY 

Assets and liabilities in foreign currencies are converted at the rates of exchange prevailing at the year-end, where not 
covered by forward contracts. Wherever the Corporation has entered into a forward contract or an instrument that is, in 
substance, a forward exchange contract, the difference between the forward rate and the exchange rate on the date of the 
transaction is recognised as income or expense over the life of the contract. 
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SIGNIFICANT ACCOUNTING POLICIES 

9 INVESTMENTS 

Investments are capitalised at cost inclusive of brokerage and stamp charges and are classified into two categories, viz, 
Current or Long Term. Provision for diminution in the value of investments is made in accordance with the guidelines issued 
by the National Housing Bank and the Accounting Standard on ‘Accounting for Investments' (AS 13) issued by the Institute 
of Chartered Accountants of India, and is recognised through the Provision for Contingencies Account. The investment in 
properties is net of provision for depreciation. 

10 FIXED ASSETS 

Fixed Assets are capitalised at cost inclusive of legal and/or installation expenses. Leased Assets are accounted in accordance 
with the Accounting Standard on 'Leases' (AS 19) issued by the Institute of Chartered Accountants of India. 

11 INTANGIBLE ASSETS 

Intangible Assets comprising of system software are stated at cost of acquisition, including any cost attributable for bringing 
the same to its working condition, less accumulated amortisation. Any expenses on such software for support and maintenance 
payable annually are charged to revenue account. 

12 DEPRECIATION AND AMORTISATION 
Fixed Assets 

Depreciation on all Fixed Assets other than Leased Assets and Leasehold Improvements, is provided for the full year in 
respect of assets acquired during the year. No depreciation is provided in the year of sale. 

In respect of Leased Assets and Leasehold Improvements depreciation is provided on a pro-rata basis from the date of 
installation / acquisition. 

Depreciation on Buildings, Computers, Leased Assets and Leasehold Improvements, is calculated as per the straight-line 
method; and on other assets as per the reducing balance method. All assets except Computers and Leased Assets are 
depreciated at rates specified by the Companies Act, 1956. Depreciation on Computers is calculated at the rate of 25 per 
cent per annum. Depreciation in respect of finance leases is provided on the straight line method over the primary period of 
lease or over the specified period, as defined under Section 205(5)(a) of the Companies Act, 1956, whichever is shorter. 
Depreciation in respect of Leasehold Improvements is provided on the straight-line method over the primary period of the 
lease. 

Intangible Assets 

Capitalised software is amortised over a period of four years on a straight-line basis. 

13 INVESTMENT IN PROPERTIES 

Depreciation on Investment in properties is provided on a pro-rata basis from the date of acquisition. 

14 PROVISION FOR CONTINGENCIES 

The Corporation’s policy is to carry adequate amounts in the Provision for Contingencies account to cover the principal 
amount outstanding in respect of all non-performing assets, standard assets as also all other contingencies. All loans and 
other credit exposures where the instalments are over due for ninety days and more are classified as non-performing assets 
in accordance with the prudential norms prescribed by the National Housing Bank. 
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15 EMPLOYEE BENEFITS 

Provident Fund and Superannuation Fund Contributions 

The Corporation’s contributions paid / payable during the year towards Provident Fund and Superannuation Fund are 
charged in the Profit and Loss Account every year. These funds and the schemes thereunder are recognised by the 
Income-tax authorities and administered by various trustees. 

Gratuity and Post Retirement Pension 

The net present value of the Corporation's obligation towards gratuity to employees and post retirement pension scheme tor 
whole-time Directors is actuarially determined based on the projected unit credit method, except in the case of Dubai branch 
where the provision for gratuity is made in accordance with the prevalent local laws. Actuarial gains and losses are immediately 
recognised in the Profit and Loss Account. 

Other Employee Benefits 

Compensated absences and other short term benefits are determined on an undiscounted basis and recognised over the 
period of service, which entitles the employees to such benefits. 

16 INCOME-TAX 

The accounting treatment for Income-tax in respect of the Corporation’s income is based on the Accounting Standard on 
'Accounting for Taxes on Income’ (AS 22) issued by the Institute of Chartered Accountants of India. The provision made for 
Income-tax in the Accounts comprises both, the current tax and the deferred tax. The deferred tax assets and liabilities for 
the year, arising on account of timing differences, are recognised in the Profit and Loss Account; and the cumulative effect 
thereof is reflected in the Balance Sheet. The major components of the respective balances of deferred tax assets and 
liabilities are disclosed in the Accounts. 

17 SECURITISED ASSETS 

Derecognition of securitised assets in the books of the Corporation, recognition of gain or loss arising on securitisation and 
accounting for credit enhancement provided by the Corporation is based on the Guidance Note on Accounting for Securitisation 
issued by the Institute of Chartered Accountants of India. 

Securitised assets are derecognised in the books of the Corporation based on the principle of surrender of control over the 
assets. Credit Enhancement provided by the Corporation by way of investments in subordinate Class B Pass Through 
Certificates is included under Investments in Pass Through Certificates in Schedule 5. 
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BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE 

(Submitted in terms of Part IV of Schedule VI to the Companies Act, 1956) 


IV. 


V. 


Registration Details 

Registration No. 

Balance Sheet Date 



State Code 


Capital raised during the year (Amount in Rs. ’000) 

Public Issue 


1 1 iNfllLl 


Bonus Issue 


1 l 1 MEL 


Stock Options 


3 4 4 2 7 


Position of Mobilisation and Deployment of Funds (Amount in Rs. ’000) 

Total Liabilities 


6 

5 

5 7 

1 3 

2 

4 

6 

Paid-up Capital 



2 

5 3 0 0 2 

7 

Secured Loans 

3 

9 

6 

6 

8 

7 

0 

3 

0 

Loans 

5 

6 

5 

1 

2 3 

6 

3 

4 

Investments 

3 

6 6 

6 2 

3 

2 6 

Deferred Tax Asset 


1 

2 

3 

1 

0 

1 

3 


SOURCES OF FUNDS 


APPLICATION OF FUNDS 


Accumulated Losses 

N| I | L 


Performance of the Company (Amount in Rs. ’000) 

Total Income 



Generic Names of three Principal Services of the Company (as per monetary terms) 

Item Code No. (ITC Code) 


N 


Product Description 
Item Code No. (ITC Code) 
Product Description 
Item Code No. (ITC Code) 
Product Description 


N I L 


L| E | AI SI IInTGI 


1 1 


Rights Issue 




N 

1 

L 


Private Placement 





N 1 L 


Total Assets 


655713246 


Reserves and Surplus 



5 

CM 

9 

8 3 9 2 1 


Unsecured Loans 


1 

7 

5 

2 

4 

3 

2 

7 

0 

Net Fixed Assets 



2 

1 

3 

0 

7 

4 

0 

Net Current Assets 

2 

2 

2 

9 

6 

5 

3 

5 


Miscellaneous Expenditure 
N| I L 


Total Expenditure 



H 

0 

U 

S 

1 

N 

G 


F 

1 

N 

A 

N 

C 

E 



N 

1 L 


C 

0 

N 

S 

u 

L 

T 

A 

N 

C 

Y 


S 

E 

R V 1 C E S 
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STATEMENT PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956 RELATING TO SUBSIDIARY COMPANIES 


Names of the subsidiary companies 

HDFC 

HDFC 

HDFC 

HDFC 

HDFC 

HDFC 

HDFC 

GRUH 

HDFC 

HDFC 

HDFC 

HDFC 

Home 

Developers 

Investments 

Holdings 

Asset 

Trustee 

Realty 

Standard 

Finance 

CHUBB 

Venture 

Ventures 

Property 

Loan 


Ltd. 

Ltd. 

Ltd. 

Management 

Company 

Ltd. 

Company 

Ltd. 

Ltd. 

Life 
Insurance 
Co, Ltd. 

Ltd. 

General 
Insurance 
Co. Ltd. 

Capita) 

Ltd. 

Trustee Co. 
Ltd. 

Ventures 

Ltd. 

Services 
India Pvt. 
Ltd. 

The financial year of the subsidiary 

companies ended on 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

March 31, 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

Number of shares of the subsidiary 
companies held by HDFC Limited at 

the above date 

50,000 

3,26,70,500 

8,00,070 

1,26,05,661 

1,00,000 

57,50,070 

65,62,12,304 

2,13,07,785 

9,25,00,000 

4,02,500 

50,000 

10,00,000 

26,73,368 


( 

■ 1 

» 

I 

I 

I 

i 

! \ 


The net aggregate of profits of the 
subsidiary companies so far as these 
concern the members of HDFC Limited: 

(i) dealt with in the accounts of 

HDFC Limited amounted to: 

(a) tor subsidiaries' financial year 
ended on March 31, 2007 - 
interim dividend (Rs.) 

(b) for previous financial years of 
the subsidiaries since these 
became subsidiaries of 
HDFC Limited (Rs.) 

(ii) not dealt with in the accounts 

of HDFC Limited amounted to: 

(a) for subsidiaries' financial 
year ended on March 31, 

2007 (Rs.) 

(b) for previous financial years 
of the subsidiaries since 
these became subsidiaries 
of HDFC Limited (Rs.) 


- 13,39,49,050 


2,16,00,000 48,50,05,431 


- 7,56,33,966 


18,76,20,763 


- 15,79,54,699 


- 6,44,00,000 


- 4,83,00,000 


7,87,002 4,04,21,689 11,15,353 26,27,32,206 97,205 (56,004) (102,83,45,409) 18,21,41,248 1,48,18,500 2,69,68,922 20,24,638 1,90,272 (2,43,91,524) 


4,12,87,380 7,95,73,209 16,77,387 17,30,61,914 4,37,981 (5,62,66,968) (2,59,27,51,707) 4,95,18,220 (23,75,49,620) 1,73,06,261 10,33,965 


- (3,15,22,352) 


MUMBAI, May 3, 2007. 


Deepak S. Parekh 

Chairman 


K. M. Mlstry 

Managing Director 


Renu Sud Karnad 

Executive Director 


Directors 

S. B. Patel 
B. S. Mehta 
D. N. Ghosh 
S. A. Dave 
D, M. Sukthankar 
S. Venkitaramanan 
R. S. Tarneja 
D. M. Satwalekar 
N. M. Munjee 

Girish V. Koliyote 

Company Secretary 
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Auditors' Report 


TO THE BOARD OF DIRECTORS OF HOUSING DEVELOPMENT FINANCE CORPORATION 
LIMITED ON THE CONSOLIDATED FINANCIAL STATEMENTS OF HOUSING DEVELOPMENT 
FINANCE CORPORATION LIMITED AND ITS SUBSIDIARIES 


1. We have examined the attached 
Consolidated Balance Sheet of HOUSING 
DEVELOPMENT FINANCE CORPORATION 
LIMITED, its subsidiaries and jointly controlled 
entity (“the Group”) as at March 31, 2007, 
the Consolidated Profit and Loss Account 
and the Consolidated Cash Flow Statement 
of the Group for the year ended on that 
date, both annexed thereto. The Consolidated 
Accounts include investments in affiliates 
accounted for on the equity method in 
accordance with Accounting Standard 23 
(Accounting for Investments in Associates 
in Consolidated Financial Statements) and 
the jointly controlled entity accounted for 
in accordance with Accounting Standard 
27 (Financial Reporting of Interests in Joint 
Ventures). These financial statements are 
the responsibility of the Corporation's 
Management. Our responsibility is to express 
an opinion on these financial statements 
based on our audit. 

2. We conducted our audit in accordance 
with the generally accepted auditing standards 
in India. These Standards require that we 
plan and perform the audit to obtain reasonable 
assurance whether the financial statements 
are free of material misstatements. An audit 
includes, examining on a test basis, evidence 
supporting the amounts and disclosures 
in the financial statements. An audit also 
includes assessing the accounting principles 
used and significant estimates made by 
the Management, as well as evaluating the 
overall financial statement presentation. We 


believe that our audit provides a reasonable 
basis for our opinion. 

3. We did not audit the financial statements 
of three subsidiaries and the jointly controlled 
entity, whose financial statements reflect 
total assets (net) of Rs. 6,786.42 crores 
as at March 31, 2007, total revenue of 
Rs. 548.17 crores and net cash flows 
amounting to Rs.199.16 crores for the 
year ended on that date. We have also 
not audited the accounts of two affiliates. 
The accounts of the affiliates have not 
been audited, except for one affiliate as 
indicated in Note 2 of Schedule 14. The 
financial statements of these subsidiaries, 
jointly controlled entity and affiliate have 
been audited by other auditors whose 
reports have been furnished to us, and 
in our opinion, insofar as it relates to 
the amounts included in respect of these 
subsidiaries, jointly controlled entity and 
affiliate, is based solely on the reports 
of the other auditors. 

4, We report that the consolidated financial 
statements have been prepared by the 
Corporation in accordance with the 
requirements of Accounting Standard 21 
(Consolidated Financial Statements), 
Accounting Standard 23 (Accounting for 
Investments in Associates in Consolidated 
Finahcial Statements) and Accounting 
Standard 27 (Financial Reporting of Interests 
in Joint Ventures), issued by the Institute 
of Chartered Accountants of India. 
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Auditors' Report ( Continued) 



5. Based on our audit and on consideration 
of reports of other auditors on separate 
financial statements and on the other financial 
information of the subsidiaries, jointly controlled 
entity and affiliates referred to in paragraph 
3 above, and to the best of our information 
and according to the explanations given 
to us, we are of the opinion that the aforesaid 
consolidated financial statements, read together 
with Note 2 of Schedule 14 regarding affiliates 
which have not been audited, give a true 
and fair view in conformity with the accounting 
principles generally accepted in India : 

(a) in the case of the Consolidated Balance 
Sheet, of the consolidated state of affairs 
of the Group as at March 31, 2007; 

(b) in the case of the Consolidated Profit 
and Loss Account, of the consolidated profit 


of the Group for the year ended on that 
date and 

(c) in the case of the Consolidated Cash 
Flow Statement, of the consolidated cash 
flows of the Group for the year ended on 
that date. 


For S. B. BILLIMORIA & CO. 

Chartered Accountants 

R R. Ramesh 

Partner 

(Membership No. 70928) 


MUMBAI, 

May, 25, 2007 
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Housing Development Finance 
Consolidated Balance Sheet as 

Schedule 

SOURCES OF FUNDS 

SHAREHOLDERS’ FUNDS 

Share Capital 1 

Reserves and Surplus 2 

POLICY LIABILITIES (Policyholders’ Funds) 

LOAN FUNDS 3 

MINORITY INTEREST 

DEFERRED TAX LIABILITY (Note 19) 


APPLICATION OF FUNDS 

LOANS • 4 

INVESTMENTS 5 

DEFERRED TAX ASSET (Note 19) 

CURRENT ASSETS, LOANS AND ADVANCES 6 

Less : CURRENT LIABILITIES AND PROVISIONS 7 

NET CURRENT ASSETS 

FIXED ASSETS 8 

Gross Block 

Less : Depreciation 


Net Block 

GOODWILL ON CONSOLIDATION 
MISCELLANEOUS EXPENDITURE 
(to the extent not written off or adjusted) 
Preliminary Expenditure 


Corporation Limited 
at March 31, 200j 


Rupees in crores 

Rupees in crores 

March 31, 2006 
Rupees in crores 

253.00 


249,56 

6,201.88 


4,670.78 


6,454.88 

4,920.34 


4,590.83 

2,342.41 


58,590.16 

47,845.14 


286.91 

217.26 


0.59 

0.01 


69,923.37 

55,325.16 


57,890.22 

46,062.18 


8,258.48 

5,793.97 


133.46 

83.41 

6,579.66 


5,486.08 

3,534.96 


2,692.33 


3,044.70 

2,793.75 

1,022.89 


939.09 

493.47 


415.32 


529.42 

523.77 


66.10 

66.10 

0.99 

1.98 

69,923.37 

55,325.16 


Notes forming part of the Accounts 14 

Significant Accounting Policies 15 

Schedules 1 to 15 annexed hereto form part of the Balance Sheet and the Profit and Loss Account. 


As per our report attached. 

Deepak S. Parekh 

Chairman 

For S. B. Billimoria & Co. 

Chartered Accountants 


P. R. Ramesh 

Partner 

K. M. Mistry 

Managing Director 

MUMBAI, May 25, 2007. 

Renu Sud Karnad 

Executive Director 
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Housing Development Finance Corporation Limited 
Consolidated Profit and Loss Account for the year ended March 31, 2007 


INCOME 

Operating Income 

Operating Profit from General Insurance Business 
Fees ana Other Charges 
Other Income 


EXPENDITURE AND CHARGES 

Interest and Other Charges 
Staff Expenses 
Establishment Expenses 
Other Expenses 

Amounts transferred to policyholders' account 
Operating Loss from Generaf Insurance Business 
Depreciation and Amortisation 
Preliminary expenses written off 
Provision for Contingencies (Note 13) 


Profit Before Tax (before profit of associates and 
adjustment for minority interest) 

Less : Provision for Tax(net of Deferred Tax Asset of 

Rs 23.87 crores - Previous Year Rs. 13.56 crores) 
Less : Provision for Fringe Benefit Tax 

Profit After Tax (before profit of associates and 
adjustment for minority interest) 

Add : Net share of profit of associates (Equity method) 
Less : Loss After Tax relating to the jointly controlled 
entity (Note 1 (iii)) 

Less : Share of profit of minority interest 

PROFIT AFTER TAX ATTRIBUTABLE TO THE CORPORA! 
APPROPRIATIONS: 

Special Reserve No. II 

Special Reserve (under Section 45-IC(1) of the 
Reserve Bank of India Act, 1934) 

General Reserve 

Additional Reserve (under Section 29C of the 
National Housing Bank Act, 1987) 

Shelter Assistance Reserve 

Proposed Dividend 

Additional Tax on dividend 

Tax on Interim Dividend of Subsidiary Companies 

Tax on Preference Dividend of a Subsidiary Company 


BALANCE CARRIED TO SCHEDULE 2 

EARNINGS PER SHARE (Face Value Rs. 10) [Note 18]: 

— Basic (Rs.) 

— Diluted (Rs.) 

Notes forming part of the Accounts 
Significant Accounting Policies 


hedule 


Previous Year 

Rupees in crores 

Rupees in crores 

Rupees in crores 

9 

6,303.48 

4,547.66 


- 

1.02 


103.02 

88.34 


21.19 

12.23 


6,427.69 

4,649,25 

10 

3,761.35 

2,555,41 

11 

268.61 

206.44 

12 

55.60 

38.33 

13 

173.89 

144.32 


143.80 

139.32 


1.98 

- 


57.38 

49.31 


1.02 

1.38 


35.27 

20.01 


4,498.90 

3,154.52 


1,928.79 

1,494.73 


443.29 

331,93 


3.83 

3.06 


1,481.67 

1,159.74 


267.77 

196.02 


0.42 

_ 


7.04 

6.61 

ION 

1,741.98 

1,349.15 

474.92 


357.27 

0.02 


0.01 

336.32 


305.68 

80.00 


. 

5.00 


5.00 

556.61 


499.13 

96.55 


71,57 

3.84 


2.76 

0.18 


0.18 


1,553.44 

1,241.60 


188.54 

107.55 


69.52 

53.94 

14 

15 

i Sheet and the Profit and Loss Account. 

64.63 

51.99 


As per our report attached. 


For S. B. Billimoria & Co. 

Chartered Accountants 

P. R. Ramesh 

Partner 


Deepak S. Parekh 

Chairman 


K. M. Mistry 

Managing Director 


MUMBAI, May 25, 2007. 


Renu Sud Karnad 

Executive Director 
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Housing Development Finance Corporatio 
Consolidated Cash Flow Statement for the year 


A CASH FLOW FROM OPERATING ACTIVITIES 

Net Profit After Tax and extraordinary items 
Add: Provision for tax 

Profit Before Tax 
Adjustments for: 

Depreciation (Net of Lease Equalisation adjustment and 
amortisation of goodwill) 

Preliminary expenses written off 

Provision for Contingencies 

Loss After Tax relating to the jointly controlled entity 

Stock option discount (Net of options exercised) 

Provision for Retirement Benefits 
Profit on sale of Fixed Assets 

Operating Profit before Working Capital changes 
Adjustments for: 

Current Assets 
Current. Liabilities 
Policy Liabilities 

Cash generated from operations 
Taxes Paid 

Net cash from operating activities 

B CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Fixed Assets 
Sale of Fixed Assets 
investments (net) 

Net cash used in investing activities 

C CASH FLOW FROM FINANCING ACTIVITIES 

Share Capital - Equity 

Share Premium received during the year 

FCCB Issue Expenses 

Borrowings (net) 

Loans disbursed (net) 

Corporate Deposits (net) 

Dividend paid 

Tax paid on equity dividend 

Redemption premium paid on NCDs and FRNs 

Preliminary expenses incurred 

Share and Debenture Issue expenses 

Increase in Minority Interest 

Shelter Assistance Reserve - Utilisation 

Net cash used in financing activities 

Net Increase in cash and cash equivalents 

Cash and cash equivalent as at the beginning of the year 
Cash av\h rash as aX lha ev\h of tho \frat 


n Limited 


ended March 31, 2007 


Rupees in crores 

Previous Year 
Rupees in crores 

1,741.98 

1,349.15 

447.12 

334.99 

2,189.10 

1,684.14 

51.09 

50.70 

1.02 

1.38 

35.27 

20.01 

0.42 

- 

(0.21) 

(0.28) 

12.49 

12.60 

(15.23) 

(20.29) 

2,273.95 

1,748.26 

(552.06) 

143.42 

619.75 

255.34 

2,248.42 

1,512.84 

4,590.06 

3,659.86 

(486.10) 

(376.66) 


4,103.96 3,283.20 


(105.24) 

(63.67) 

62.64 

60.31 

(2,224.74) 

(1,856.37) 


(2,267.34) (1,859.73) 


3.44 

0.44 

289.40 

12.08 

- 

(23.94) 

10,680.42 

10,310.22 

(11,835.81) 

(9,254.01) 

(83.06) 

(800.61) 

(499.13) 

(423.51) 

(74.51) 

(62.35) 

(2.39) 

(14.45) 

(0.03) 

- 

(0.60) 

(0.43) 

70.61 

55.66 

(4.68) 

(4.77) 


(1,456.34) (205.67) 


380.28 1,217.80 


1,668.22 

450.42 

2,048.50 

1,668.22 

380.28 

1,217.80 


As per our report attached. 


Oeepak S. Parekh 

Chairman 


For S. B. Billimoria & Co. 

Chartered Accountants 

K. M. Mistry 

P. R. Ramesh Managing Director 

Partner 


MUMBAI, May 25, 2007. 


Renu Sud Karnad 

Executive Director 
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Schedules 

Annexed to and forming part of the Accounts 



Schedule 1 
SHARE CAPITAL 


AUTHORISED 

27,50,00,000 Equity Shares of Rs. 10 each 

(Previous Year 26,00,00,000 Equity Shares of Rs 10 each) 


As at 
March 31, 2007 
Rupees in crores 

275.00 


As at 

March 31, 2006 
Rupees in crores 

260.00 


ISSUED, SUBSCRIBED AND PAID-UP 

25,30,06,607 Equity Shares of Rs 10 each 

(Previous Year 24,95,63,933 Equity Shares of Rs 10 each. 

Includes 12,19,60,713 Equity Shares of Rs 10 each, allotted as fully 
paid-up Bonus Shares out of Securities Premium Account and Capital 


Redemption Reserve) 


253.00 

249.56 

Schedule 2 

RESERVES AND SURPLUS 

Rupees in crores 

As 8t 

March 31, 2007 
Rupees in crores 

March 31, 2006 
Rupees in crores 

SPECIAL RESERVE No. 1 

Opening Balance 

64.35 

94.35 

Less : Transfer to Provision for Contingencies 

13.12 


30.00 

Net of Deferred Tax of Rs. 21.88 crores (Previous Year Rs. Nil)] 

Note 13 (ii)] 

SPECIAL RESERVE No. II 

Opening Balance 

Add : Transfer from the Profit and Loss Account 

1,701.06 

51.23 

64.35 

1,343.79 

474.92 


357.27 

SPECIAL RESERVE 

Under Section 45-IC(1) of the RBI Act, 1934 

Opening Balance 

0.04 

2,175.98 

1,701.06 

0.03 

Add : Transfer from Profit and Loss Account 

0.02 


0.01 

GENERAL RESERVE 

Opening Balance 

Add : Opening Adjustments (Note 1 (iv)) 

1,839.70 

0.06 

0.04 

1,534.02 

282.58 


- 

Add : Transfer from the Profit and Loss Account 

2,122.28 
336.32 ' 


1,534.02 

305.68 

Less: Utilised during the year in accordance with the Accounting 
Standard on Employee Benefits (AS 15) (Revised) 

2,458.60 

7.57 


1,839.70 

Net of Deferred Tax of Rs. 3.84 crores (Previous Year Rs. Nil)] 

‘Note 12 (i)] 

ADDITIONAL RESERVE (under Section 29C of the National 

Housing Bank Act, 1987) 


2,451.03 

80.00 

1,839.70 

REVALUATION RESERVE (Note 3 (ii)) 


5.19 

5.19 

SECURITIES PREMIUM 




Opening Balance 

670.21 


738.98 

Add : Received during the year 

289.40 


12.08 

Less : Amounts utilised (Note 3 (i)) 

959.61 

103.49 


751.06 

80.85 

Carried forward 


856.12 

5,619.61 

670.21 

4,280.55 
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Schedule 2 (Continued) 
RESERVES AND SURPLUS 




Rupees in crores 

As at 

March 31, 2007 
Rupees in crores 

As at 

March 31, 2006 
Rupees in crores 


Brought forward 


5 , 619.61 

4,280.55 

EMPLOYEE STOCK OPTION OUTSTANDING 
Opening Balance 


0.23 


0.50 

Less : Net Charge for the year 


0.02 


0.02 



0.21 


0.48 

•Less : Options exercised 


0.20 


0.25 



. 

0.01 

0.23 

CAPITAL REDEMPTION RESERVE 

SHELTER ASSISTANCE RESERVE 



12.53 

12.53 

Opening Balance 


10.93 


10.70 

Add : Transfer from the Profit and Loss Account 


5.00 


5.00 



15.93 


15.70 

Less : Utilised during the year 


4.68 


4.77 




11.25 

10.93 

FUTURE FUND APPROPRIATIONS 



5.95 

2.55 

CAPITAL RESERVE 



0.04 

0.04 

CAPITAL RESERVE ON CONSOLIDATION 



3.71 

3.71 

PROFIT AND LOSS ACCOUNT (of subsidiaries, 
jointly controlled entities and associates) 


188.54 


107.55 

Add : Opening profit of subsidiaries, jointly controlled entities 
and associates (net) 

360.24 


252.69 




548.78 

360.24 




' 6 , 201.88 

4,670.78 
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Schedule 3 

LOAN FUNDS [Notes 4 and 5] 




As at 

As at 



March 31, 2007 

March 31, 2006 


Rupees in crores 

Rupees in crores 

• Rupees in crores 

LOANS 

Asian Development Bank 

399.41 


416.31 

DEG - Deutsche Investitions - und Entwicklungsgesellschaft mbH 

220.27 


222.95 

International Finance Corporation 

886.61 


896.33 

National Housing Bank 

713.72 


1,153.66 

Syndicated Loans - International 

442.98 


906.72 

External Commercial Borrowings 

35.94 


44.37 

Scheduled Banks and Others 

18,851.14 


14,724.74 

Kreditanstalt fur Wiederaufbau 

71.13 


• 73.76 

Others (Finance Lease) 

2.18 


0.43 


• 

21,623.38 

18,439,27 

FOREIGN CURRENCY CONVERTIBLE BONDS (Unsecured) 


2,179.34 

2,215.61 

BONDS 


113.63 

122.83 

Redeemable at par between 2007 and 2022 

DEBENTURES 

Non-Convertible Debentures 

18,696.35 


13,228.35 

Floating Rate Notes (FRN) - International (Redeemable in 2007) 

435.10 

19,131.45 

472.57 

Under a Line from Kreditanstalt fur Wiederaufbau (Unsecured) 


41.17 

41.17 

Loans from Scheduled Banks (Unsecured) 


1,375.86 

2,378.94 

Commercial Paper (Unsecured) 


2,200.00 

1,170.00 

Non-Convertible Subordinated Debentures (Unsecured) 


1,425.00 

950.00 

DEPOSITS (Unsecured) 

10,484.93 


8,807.92 

Interest Accrued and Due 

15.40 

10,500.33 

18.48 



58,590.16 

47,845.14 

Scheduled 

LOANS [Note 6] 

' 

As at 

As at 



March 31, 2007 

March 31, 2006 



Rupees in crores 

Rupees in crores 

Individuals 


38,694.73 

31,324.36 

Corporate Bodies 


17,904.08 

13,985.22 

Others 


1,291.41 

752.60 



57,890.22 

46,062.18 
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Schedule 5 

INVESTMENTS 



As at 

As at 


March 31, 2007 

March 31, 2006 

INVESTMENT IN ASSOCIATES : 

Rupees in crores 

Rupees in crores 

Equity Investments in Associates by the Holding Company 

151.84 

152.01 

Equity Investment in Associate by Subsidiaries 

73.32 

73.32 

Add : Goodwill on acquisition of Associates 

225.16 

225.33 

(share of pre-acquisition losses) 

0.09 

0.09 


225.25 

225.42 

Less: Capital Reserve on acquisition of an Associate 



(Share of pre-acquisition profit) 

0.13 

0.95 

Add : Adjustments for post-acquisition share of profit / loss of 

225.12 

224.47 

Associates (Equity method) 

1,171.87 

647.90 

OTHER INVESTMENTS : 

Other than Insurance Companies 

1,396.99 

872.37 

Equity Shares 

651.15 

653.42 

Preference Shares 

36.52 

40.81 

Convertible Bonds 

2.08 

2.08 

Debentures & Bonds 

502.15 

567.04 

Pass Through Securities and Security Receipts 

108.91 

158.97 

Government Securities 

334.48 

336.59 

Mutual Funds and Other Funds 

790.93 

1,049.00 

Properties 

147.30 

135.95 


2,573.52 

2,943.86 

Less : Provision for Diminution in Value of Investments 

40.84 

33.53 


2,532.68 

2,910.33 

Insurance Companies 

- 


Equity Shares 

2,265.14 

1,051.42 

Debentures and Bonds 

844.98 

324.24 

Pass Through Securities 

82.33 

— 

Government Securities 

1,007.01 

593.54 

Mutual Funds 

111.47 

43.29 

Properties 

27.06 

27.06 


4,337.99 

2,039.55 

Less : Fair Value Change 

9.18 

28.28 


4,328.81 

2,011.27 

8,258.48 

5,793.97 
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Schedule 6 

CURRENT ASSETS, LOANS AND ADVANCES 




As at 

As at 



March 31, 2007 

March 31, 2006 


Rupees in crores 

Rupees in crores 

Rupees in crores 

CURRENT ASSETS 




Income Accrued on Investments 


112.21 

65.67 

Interest Accrued on Deposits 


28.94 

27.37 

Sundry Debtors (Unsecured) 


141.90 

75.71 

Construction Work in Progress 


— 

0.04 

Cash and Bank Balances : 




Cash and Cheques on Hand 

194.29 


100.91 

With Scheduled Banks - Current Accounts 

330.73 


351.34 

- Deposit Accounts 

1,513.37 


1,205.68 

With Reserve Bank of India 

10.06 


10.06 

With Non-Scheduled Banks - Current Accounts 

0.05 


0,23 



2,048.50 


Commercial Paper 


61.82 

23.63 

Treasury Bills 


357.43 

541.24 



2,750.80 

2,401.88 

LOANS AND ADVANCES 




Instalments due from borrowers 

227.51 


193.38 

Advances recoverable in cash or in kind or for value to be received 

1,229.48 


601.94 

Stock in trade 

0.36 


0.43 

Corporate Deposits 

2,371.51 


2,288.45 



3,828.86 




6,579.66 

5,486.08 

Schedule 7 




CURRENT LIABILITIES AND PROVISIONS [Note 7] 






As at 

As at 



March 31, 2007 

March 31, 2006 


Rupees in crores 

Rupees in crores 

Rupees in crores 

CURRENT LIABILITIES 




Interest Accrued but not Due 

951.44 


801.61 

Sundry Creditors 

491.59 ' 


281.36 

Advance Payments 

124.85 


74.89 

Other Liabilities 

493.40 


298.97 



2,061.28 

1,456.83 

PROVISIONS 




Solatium Fund 

0.14 


0.16 

Proposed Dividend - HDFC Ltd. 

556.61 


499.13 

Additional Tax on Proposed Dividend 

96.32 


72.54 

Provision for premium payable on redemption of FRNs and FCCB 

230.22 


129.72 

Provision for Contingencies 

431.55 


394.92 

Provision for Retirement Benefits 

, 55.44 


31.54 

Reserve for Unexpired Risk 

67.72 


74.65 

Provision for Claims 

35.68 


32.84 



1,473.68 




3,534.96 

2,692.33 
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FIXED ASSETS 


Rupees in crores 


GROSS BLOCK DEPRECIATION AND AMORTISATION NET BLOCK 


As at 

As at 

As at t5) 


As at 

As at 

As at 

March 31, 

Additions ^Acquisition Deductions March 31, 

March 31, Acquisition 

For the Deductions 

March 31, 

March 31, 

March 31, 

2006 

2007 

2006 

Year 

2007 

2007 

2006 


TANGIBLE 

Land : 

Freehold 

31.66 

— 

— 

9.40 

22.26 

— 

— 

— 

— 

— 

22.26 

31.66 

Leasehold 

2.30 

1.14 

— 

— 

3.44 

0.34 

— 

0.04 

— 

0.38 

3.06 

1.96 

Buildings : 

(2, Own Use 

186.43 

10.36 

— 

16.29 

180.50 

23.23 

— 

2.93 

1.65 

24.51 

155.99 

163.20 

Under Operating Lease 

14.03 

— 

— 

14.03 

— 

1.03 

— 

0.17 

1.20 

— 

— 

13.00 

Leasehold Improvements 

26.30 

11.55 

1.34 

5.74 

33.45 

10.41 

0.03 

4.32 

0.64 

14.12 

19.33 

15.89 

Computer Hardware 

163.18 

46.13 

6.25 

4.34 

211.22 

100.23 

0.31 

21.31 

(10.56) 

132.41 

78.81 

62.95 

Furniture & Fittings / 

Office Equipment etc. 

Own Use 

161.23 

46.19 

5.37 

7.12 

205.67 

77.86 

0.15 

11.85 

(6.47) 

96.33 

109.34 

83.37 

Under Operating Lease 

1.55 

— 

— 

— 

1.55 

0.81 

— 

0.12 


0.93 

0.62 

0.74 

Vehicles : 

Owned 

7.19 

2.44 

0.04 

1.91 

7.76 

4.05 

— 

1.34 

1.34 

4.05 

3.71 

3.14 

Leased 

1.35 

0.27 

— 

0.22 

1.40 

0.82 

— 

0.14 

0.06 

0.90 

0.50 

0.53 

Leased Assets : 

Plant & Machinery 

141.72 

— 

— 

1.87 

139.85 

141.47 

— 

0.25 

1.87 

139.85 

— 

0.25 

(3) Vehicles 

24.76 

— 

— 

— 

24.76 

24.76 

— 

— 

— 

24.76 

— 

— 

Computers 

0.20 

1.50 

— 

— 

1.70 

0.20 

— 

— 

(0.17) 

0.37 

1.33 

— 

Lease Terminal Adjustment 

— 

— 

— 

— 

— 

(9.65) 


— 

(7.47) 

(2.18) 

2.18 

9.65 


INTANGIBLE 


Computer Software 


Owned 

26.37 

7.60 

— 

0.12 33.85 

15.95 

- 1.87 

(4.40) 

22.22 

11.63 

10.42 

Leased 

— 

'0.68 

— 

- 0.68 

— 

— — 

(0.10) 

0.10 

0.58 

— 

Goodwill on Amalgamation 

149.41 

3.96 

0.02 

- 153.39 

22.40 

- 10.91 

— 

33.31 

120.08 

' 2 7 0 1 

Website Development 

1.41 

— 

— 

- 1.41 

1.41 

— — 

— 

1.41 

— 

— 


939.09 

131.82 

13.02 

61.04 1,022.89 

415.32 

0.49 <"55.25 ("(22.41) 

493.47 

529.42 

523.77 

Previous Year 

965.06 

63.67 

— 

89.64 939.09 

368.65 

- 48.08 

1.41 

415.32 

523.77 

596.41 


Notes 

(1) Net of depreciation for the year amounting to Rs. 28.54 crores (Previous Year Rs. 23.06 crores) included in amounts transferred to policyholders’ 
account. 

(2) Title deed in respect of Building of the jointly controlled entity amounting to Rs. 2.57 crores (Previous Year Rs. 2.57 crores) is in the name of 
Maharashtra Industrial Development Corporation (MIDC). 

(3) Motor cars of the jointly controlled entity, have been acquired on hire purchase basis over which vendors have a lien. 

(4) Depreciation for the financial, year excludes Rs. 2.13 crores (Previous Year Rs. 1.23 crores) being depreciation charge on Investment in Properties. 

(5) Refer to Note 1 (iii) of Schedule 14. 
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Schedule 9 

OPERATING INCOME [Note 10] 




For the year ended 




March 31, 2007 

Previous Year 



Rupees in crores 

Rupees in crores 

INTEREST INCOME 




Interest on Loans 

4,978.95 


3,554.93 

(Net of Loss on Exchange Rs. 2.88 crores 




— Previous Year Rs. 0.11 crores) 




Other Interest 

480.03 


340.88 



5,458.98 

3,895.81 

Dividends 


61.82 

60.64 

Management and Trusteeship Fees 


206.91 

151.44 

Call Centre and Data Processing Charges 


187.99 

134.60 

Other Operating Income 


387.78 

305.17 



6,303.48 

4,547,66 

Schedule 10 




INTEREST AND OTHER CHARGES 






For the year ended 




March 31, 2007 

Previous Year 



Rupees in crores 

Rupees in crores 

INTEREST 




Loans 


1,643.27 

1,114.41 

(Net of Gain on Exchange Rs. 6.38 crores 




— Previous Year Rs. 6.37 crores) 




Deposits 


867.41 

550.37 

Bonds and Debentures 


1,203.92 

855.48 

Others 


0.02 

— 



3,714.62 

2,520.26 

OTHER CHARGES 


46.73 

35,15 

(includes Loss on Exchange Rs. 0.39 crores 




— Previous Year Gain on Exchange Rs. 0.86 crores) 


, 




3,761.35 

2,555.41 

Schedule 11 




STAFF EXPENSES 






For the year ended 




March 31, 2007 

Previous Year 



Rupees in crores 

Rupees in crores 

Salaries and Bonus 


234.87 

179.24 

Contribution to Provident Fund and Other Funds 


18.29 

13,64 

Staff Training and Welfare Expenses 


15.45 

13.56 



268.61 

206.44 
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Schedule 12 

ESTABLISHMENT EXPENSES 



For the year ended 

March 31, 2007 

Previous Year 


Rupees in crores 

Rupees in crores 

Rent 

13.98 

20.72 

Rates and Taxes 

16.89 

2,06 

Repairs and Maintenance - Buildings 

9.09 

3.13 

General Office Expenses 

1.45 

1,68 

Electricity Charges 

13.10 

9.51 

Insurance Charges 

1.09 

1,23 


55.60 

38.33 

Schedule 13 

OTHER EXPENSES 

For the year ended 

March 31, 2007 

Previous Year 


Rupees in crores 

Rupees in crores 

Travelling and Conveyance 

19.78 

14,45 

Printing and Stationery 

8.16 

6,42 

Postage, Telephone and Fax 

32.09 

32.82 

Advertising 

31.58 

33.06 

Repairs and Maintenance - Other than Buildings 

7.93 

5.22 

Office Maintenance 

7.51 

8.94 

Legal Expenses 

6.88 

5.51 

Computer Expenses 

, 3.47 

2.72 

Directors' Fees and Commission 

1.04 

0.85 

Miscellaneous Expenses (Note 11) 

53.81 

33.24 

Auditors’ Remuneration 

1.64 

1.09 


173.89 

144,32 
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Schedule 14 

NOTES FORMING PART OF THE ACCOUNTS 

1. The consolidated financial statements comprise the individual financial statements of Housing Development Finance Corporation 
Limited (HDFC Ltd.), its subsidiaries, jointly controlled entity and associates as on March 31, 2007 and for the year ended 
on that date. The consolidated financial statements have been prepared on the following basis: 

• The financial statements of the Corporation and its subsidiaries have been combined on a line-by-line basis by consolidating 
the book values of like items of assets, liabilities, income and expenses, after eliminating intra-group balances and 
intra-group transactions, resulting in unrealised profits or losses as per Accounting Standard 21 on 'Consolidated 
Financial Statements' issued by the Institute of Chartered Accountants of India. 

• The financial statements of the jointly controlled entity have been consolidated on a line-by-line basis by consolidating 
the book values of like items of assets, liabilities, income and expenses, after eliminating intra-group balances and 
intra-group transactions, resulting in unrealised profits or losses, (using the “proportionate consolidation” method) as 
per Accounting Standard 27 on 'Financial Reporting of Interests in Joint Ventures’ issued by the Institute of Chartered 

• Accountants of India. 

• The Corporation’s investments in associates are accounted for under the equity method and its share of pre-acquisition 
profits / losses is reflected as goodwill / capital reserve in the carrying value of investments in accordance with the 
Accounting Standard 23 on 'Accounting for Investments in Associates in Consolidated Financial Statements' issued by 
the Institute of Chartered Accountants of India. 

• The financial statements of the subsidiaries, the jointly controlled entity and the associates used in the consolidation are 
drawn up to the same reporting date as that of the Corporation, i.e. March 31, 2007. 

• The excess of cost to the Corporation, of its investment in the subsidiaries and jointly controlled entity over the 
Corporation’s portion of equity is recognised in the financial statements as Goodwill. 

• The excess of the Corporation’s portion of equity of the subsidiaries on the acquisition date over its cost of investment 
is treated as Capital Reserve. 

• Minority Interest in the net assets of consolidated subsidiaries consists of: 

a) The amount of equity attributable to minorities at the date on which investment in a subsidiary is made; and 

b) The minorities’ share of movements in equity since the date the parent-subsidiary relationship came into existence. 

• Minority interest’s share of net profit/loss for the year of consolidated subsidiaries is identified and adjusted against the 
profit after tax of the group. 

(i) The financial statements of the following subsidiary companies, all incorporated in India, have been consolidated 
as per Accounting Standard 21 on ‘Consolidated Financial Statements' issued by the Institute of Chartered Accountants 
of India : 

Name of Subsidiary Proportion of Ownership 

Interest (%) 



Current Year 

Previous Year 

HDFC Developers Ltd. 

100.00 

100.00 

HDFC Investments Ltd. 

100.00 

100.00 

HDFC Holdings Ltd. 

100.00 

100.00 

HDFC Asset Management Co. Ltd. 

50.10 

50.10 

HDFC Trustee Co. Ltd. 

100.00 

100.00 

HDFC Realty Ltd. 

100.00 

100.00 

GRUH Finance Ltd. 

61.52 

61.85 

HDFC Venture Capital Ltd. 

80.50 

80.50 

HDFC Ventures Trustee Company Ltd. 

100.00 

100.00 

Home Loan Services India Private Ltd. 

100.00 

100.00 

HDFC Property Ventures Ltd. 

100.00 

— 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

Current year being the first year of operations, the financial statements of HDFC Property Ventures Ltd. are for the 
period November 14, 2006 to March 31, 2007. Consequent to the formation of the above subsidiary, the consolidated 
net worth is higher by Rs. 1.02 crores and the consolidated profit is higher by Rs. 0.02 crores. 

(ii) The financial statements of the following subsidiary companies, both incorporated in India, which are in the nature 
of jointly controlled entities, have been consolidated as per Accounting Standard 21 on 'Consolidated Financial 
Statements’ issued by the Institute of Chartered Accountants of India. 

Name of Subsidiary (Jointly Controlled Entity) Proportion of Ownership 

Interest (%) 

Current Year Previous Year 

HDFC Standard Life Insurance Co. Ltd. 79.06 78.82 

HDFC Chubb General Insurance Co. Ltd. _ 74.00 74.00 

Minority interest in HDFC Standard Life Insurance Co. Ltd. is adjusted for Rs. 28.74 crores (Previous Year Rs. Nil) 
being share application money received pending allotment of 2.87 crores shares (Previous Year Nil). Consequently, 
HDFC Ltd.’s share in HDFC Standard Life Insurance Co. Ltd, is calculated at 79.06%. 

(iii) Intelenet Global Services Pvt. Ltd. (IGSL) has been consolidated as a jointly controlled entity in accordance with 
Accounting Standard 27 on ‘Financial Reporting of Interests in Joint Ventures’ issued by the Institute of Chartered 
Accountants of India. 

IGSL has made investments in the following wholly owned subsidiaries, which have been consolidated in the 
current year as per Accounting Standard 21 on 'Consolidated Financial Statements' issued by the Institute of 
Chartered Accountants of India. 


Name of Subsidiary Proportion of Ownership 

Interest (%) 



Current Year 

Previous Year 

Intelenet Inc., USA 

100 

100 

Intelenet America Inc., USA 

100 

100 

Intelenet (UK) Limited, UK 

100 

100 

Sparsh BPO Services Limited, India (SBSL) 

(formerly Intelenet BPO Services Limited) 

51* 

100 


* During the year, 79,12,275 equity shares of Rs. 10 each has been issued by SBSL to existing shareholders of 
Spanco Telesystems & Solutions Limited (Spanco) amounting to 49% shareholding in SBSL. 

Acquisition of Sparsh Division: 

Pursuant to the Scheme of Arrangement under Sections 391 to 393 of the Companies Act, 1956 (the said “Scheme’') 
as approved by the Honourable High Court of Mumbai vide its order dated August 4, 2006, the Domestic Call 

Centre Division (‘Sparsh’) was demerged from Spanco and merged into SBSL on a going concern basis. The 

certified true copy of the said order was filed with the Registrar of Companies, Maharashtra, Mumbai on August 29, 
2006 i.e. effective date of the Scheme. Consequent to the merger of Sparsh into SBSL, assets amounting to 

Rs. 40.75 crores and liabilities amounting to Rs. 40.79 crores were transferred at book value as on January 1, 

2006. The net amount has been recognised as Goodwill amounting to Rs. 0.04 crores. 

As per the said scheme of arrangement, for every 3 (three) equity shares of the face value Rs. 10/- each fully paid- 
up held by the equity shareholders of Spanco, 1 (one) equity share of the face value of Rs. 10/- each fully paid up 

— 3 HMK —Ic — —r i —i : 3—: r mmm mini*. ~mh»ni .mm . ■ . mm nmm: 'mm ■ ’•**»*• 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

of the Company was issued on September 30, 2006. Accordingly goodwill arising on issue of 79,12,275 equity 
shares has been adjusted against Securities Premium Account to the extent available and balance is recognised as 
Goodwill, as provided by the said scheme. 

The proportionate share of loss from the operations of SBSL for the period January 1, 2006 to March 31, 2006 has 
been separately recognised in the consolidated Profit and Loss Account. 

(iv) Consequent to the above change and due to the changes in the ownership interest, certain opening balances have been 
considered based on current ownership and accordingly the same is reflected in the 'General Reserve'. 

(v) The following amounts are included in the financial statements in respect of the jointly controlled entity, referred to in 
Note 1(iii) above, based on the proportionate consolidation method: 


ASSETS 

Current Year 

Rupees in crores 

Previous Year 

Net Block 

90.47 

67,16 

Current Assets 

62.06 

34,87 

Loans & Advances 

71.72 

53.30 


224.25 

155.33 

LIABILITIES 

Reserves & Surplus 

40.97 

43.21 

Secured Loans 

70.38 

44.61 

Unsecured Loans 

31.17 

19.80 

Current Liabilities 

39.77 

9.49 

Provisions 

4.12 

4.04 


186.41 

121.15 

INCOME 

Call Center and Data Processing Fees 

187.99 

134.49 

Interest Income 

0.30 

0.15 

Other Income 

3.06 

1.18 


191.35 

135.82 

EXPENSES 

Interest and Other Charges 

5.29 

2.80 

Staff Expenses 

96.47 

64.34 

Establishment Expenses 

26.76 

11.04 

Other Expenses 

35.35 

30.92 

Depreciation 

* 26.79 

18.36 

Provision for Contingencies 

1.85 

1.10 

Taxes - Current 

0.55 

0.13 

Share of Minority Interest 

0.21 

— 


193.27 

128.69 


2. HDFC Ltd.'s investments in the following associates, have been accounted for, under the equity method, in accordance with 
the Accounting Standard 23 on ‘Accounting for Investments in Associates in Consolidated Financial Statements’ issued by 
the Institute of Chartered Accountants of India: 


Name of Associate 


HDFC Bank Ltd. 

Indian Association for Savings and Credit 
India Value Fund Advisors Pvt. Ltd. 
Rockfort Estate Developers Ltd. 


Nature of Business Proportion of Ownership 

Interest (%) 


Current Year Previous Year 

Banking Services 21.56 21.99 

Micro Finance 49.99 49.99 

Venture Capital 21.51 21.51 

Real Estate Development — 49.00 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

HDFC Ltd.’s share of profit in HDFC Bank Ltd. has been accounted for based on their consolidated financial statements. 

HDFC Ltd.’s share of profits in Indian Association for Savings and Credit and India Value Fund Advisors Pvt. Ltd. has been 
accounted for based on unaudited financial statements prepared by the Management of the said companies. 

3. (i) During the year, Rs. 103.49 crores (Previous Year Rs. 80.85 crores) has been utilised out of the Securities Premium 

Account in accordance with Section 78 of the Companies Act, 1956. Out of the above, Rs. Nil (Previous Year Rs. 23.94 
crores) has been utilised towards expenditure incurred for raising Foreign Currency Convertible Bonds (FCCB), Rs. 0.60 
crores (Previous Year Rs, 0.43 crores) has been utilised by one of the subsidiary companies towards share and 
debenture issue expenses and Rs. 102.89 crores (Previous Year Rs. 56.48 crores) has been utilised towards the 
premium paid/payable on the redemption of Non-Convertible Debentures and FCCB of HDFC Ltd. 

(ii) The premises owned by one of the subsidiary companies (HDFC Standard Life Insurance Company Ltd.) used-as an 
office in the past has been reclassified during the previous year as Investment in Properties. The property was valued by 
an expert and the excess over book value amounting to Rs. 5.19 crores (Previous Year 5.19 crores) was accounted as 
Revaluation Reserve, 

4. During the year, HDFC Ltd, and one of the subsidiary companies raised Rs. 475 crores (Previous Year Rs.500 crores) and 
Rs. Nil (Previous Year Rs.40 crores) respectively, through the issue of long term Unsecured Redeemable Non-Convertible 
Subordinated Debentures. These Debentures are redeemable at par between 2011 and 2017. The debt is subordinated to 
present and future senior indebtedness of HDFC Ltd. and the subsidiary company and qualifies as Tier II capital under 
National Housing Bank’s (NHB) guidelines for assessing capital adequacy. 

5. (i) a) Loans are-secured by Promissory Notes and / or a negative lien on all the assets, except as indicated below. 

b) In case of one of the subsidiary companies, refinance from National Housing Bank (NHB) and Term Loans from 

Banks are secured against a negative lien on all the assets of that company excluding specific immovable property 
mortgaged in favour of Debenture Trustee against Secured Redeemable Non-Convertible Debentures, 

(ii) The External Commercial Borrowings of Rs. 28.24 crores (Previous Year Rs.18.59 crores) are secured by hypothecation 
of all tangible movable assets of the jointly controlled entity. 

(iii) HDFC Ltd. has raised USD 500 million through the issue of zero coupon Foreign Currency Convertible Bonds (FCCB). 

The bonds are convertible at any time into equity shares of HDFC Ltd. of face value of Rs. 10 each from August 24, 
2006 upto July 29, 2010, at the option of the holders, at Rs. 1399.148 per equity share representing a conversion 
premium of 50% over the initial reference share price. The premium payable on redemption of bonds is charged to the 
Securities Premium Account over the life of the bonds. The bonds are redeemable on September 27, 2010 with a yield 
to maturity of 4.62% per annum. Upto March 31, 2007, none of the bonds have been converted into equity shares, 

(iv) Bonds are in the nature of Promissory Notes and are secured by a negative lien on all assets, 

(v) a) Non-Convertible Debentures amounting to Rs. 18,481.35 crores (Previous Year Rs. 13,153.35 crores) are secured 

by a negative lien on all assets of HDFC Ltd. and by a mortgage. These debentures are redeemable at par between 
2007 and 2017. 

b) Non-Convertible Debentures amounting to Rs. 215 crores (Previous Year Rs. 75 crore?) are secured by mortgage 
of specific immovable property and by a negative lien on the assets of one of the subsidiary companies. These 
debentures are redeemable at par between 2007 and 2011. 

(vi) Floating Rate Notes are secured by a negative pledge on all the assets of HDFC Ltd. 

6. (i) Loans granted are secured or partly secured by : 

(a) Equitable mortgage of property and / or 

(b) Pledge of shares, units, other securities, assignment of life insurance policies and / or 

(c) Hypothecation of assets and / or 

(d) Bank guarantees, company guarantees or personal guarantees and / or 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

(e) Negative lien and / or 

(f) Assignment of hire purchase receivables and / or 

(g) Undertaking to create a security. 

(ii) In respect of loans aggregating to Rs. 288.09 crores (Previous Year Rs. 294.38 crores), HDFC Ltd. has been assigned 
the right to future receivables along with a power of attorney authorising the Corporation, inter-alia, to obtain possession 
of the property in case of default. 

7. (i) Reserve for Unexpired Risk represents proportion of net premium written relating to the period of insurance subsequent 

to the Balance Sheet date, calculated on the basis of 1/365th method, or as required under section 64V(1)(ii)(b) of the 
Insurance Act, 1938, whichever is higher in respect of a subsidiary company (HDFC Chubb General Insurance Company 
Ltd.) 

(ii) Provision for claims represents estimated liability for outstanding claims in respect of direct business based on claims 
' reported till the end of the year as well as for claims incurred but not reported (IBNR) and claims incurred but not 

enough reported (IBNER) as certified by the appointed actuary of a subsidiary company (HDFC Chubb General Insurance 
Company Ltd.). 

(iii) In accordance with the requirements of an IRDA circular dated March 18, 2003 and based on the decision made by the 
General Insurance Council in its meeting held on May 6, 2005 the subsidiary company (HDFC Chubb General Insurance 
Company Ltd.) has provided towards contribution to Solatium Fund established by the Central Government as a percentage 
of gross written premium for all motor policies during the year. 

(iv) In accordance with the requirement of IRDA, the subsidiary (HDFC Chubb General Insurance Company Ltd.), together with 
other insurance companies, participates in the Terrorism Pool. This pool is managed by the General Insurance Corporation 
of India fGIC’). Amounts collected as terrorism premium in accordance with the requirements of the Tariff Advisory 
Committee (TAC) are ceded at 100% of the terrorism premium collected to the Terrorism Pool, which in the current year has 
been classified as part of “Premium from direct business written" and “Premium on reinsurance ceded”. 

In accordance with the terms of the agreement, GIC retrocedes, to the subsidiary (HDFC Chubb General Insurance 
Company Ltd.), terrorism premium to the extent of the Company’s share in the risk, which is recorded as reinsurance 
accepted. Such reinsurance accepted is recorded based on quarterly statements received from GIC. The reinsurance 

accepted on account of terrorism pool has been recorded in accordance with the last statement received from GIC. 

The subsidiary (HDFC Chubb General Insurance Company Ltd.) has ensured that it has created liability, to the extent of 
premium retroceded to the Company, through reserve for unexpired risks and claims reserve, at 50% each, of the 
premium booked. 

8. Estimated amount of contracts remaining to be executed on capital account and not provided for (net of advances) is 
Rs. 112.77 crores (Previous Year Rs. 160.60 crores). 

9. Intelenet Global Services Pvt. Ltd. (IGSL) has been granted permission for importing Capital Goods worth Rs. 95.50 crores 

vide letter No STPI/MUM/VIII (A)(785)/2000(10)/4058 dated September 12, 2002 issued by the Director, Software Technology 
Parks of India (STPI). In lieu of this permission, IGSL is required to achieve an export turnover of Rs. 521 crores within a 
period of 5 years. IGSL has up to the date of Balance Sheet imported Capital Goods worth Rs: 72.27 crores (Previous Year 
Rs. 67.44 crores) and has achieved export turnover of Rs. 938.56 crores (Previous Year Rs. 652.43 crores). 

10. (i) Other Operating Income includes net profit on sale of investments amounting to Rs. 367.56 crores (Previous Year 

Rs. 237.57 crores), including Rs. 33.71 crores on account of sale of shares of HDFC Standard Life Insurance Company 
Ltd. (Subsidiary Company) and Rockfort Estate Developers Ltd. (Associate Company) [Previous Year Rs. 48.91 crores 
on account of sale of shares of HDFC Standard Life Insurance Company Ltd. (Subsidiary Company), HDFC Securities 
Ltd. (Associate Company) and Credit Information Bureau (India) Ltd. (Associate Company)] by HDFC Ltd., Rs. 9.27 
crores (Previous Year Rs. Nil) towards profit on sale of properties acquired in satisfaction of debts and income from 
leases amounting to Rs. 10.95 crores (Previous Year Rs. 67.60 crores). 


. .*wm:wmem . .'/ "ire rmmj' r'.mm;/ : 
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NOTES FORMING PART OF THE ACCOUNTS 

(ii) Dividend income includes Rs. 5.96 crores (Previous Year Rs. 34.81 crores) in respect of current investments. 

(iii) Profit on sale of investments includes Rs. 39.35 crores (Previous Year Rs. 11.45 crores) in respect of current investments. 

(iv) Other Interest includes Rs. 13.64 crores (Previous Year Rs. 10.43 crores) in respect of current investments. 

(v) Income from leases includes profit on sale of properties acquired and leased amounting to Rs. 1.56 crores (Previous 
Year Rs. 57.26 crores). 

11. Other Expenses include Provision for Wealth Tax Rs. 0.60 crores (Previous Year Rs. 0.46 crores). 

12. Consequent to the early adoption of Accounting Standard on Employee Benefits (AS 15) (Revised 2005) issued by the 
Institute of Chartered Accountants of India, by HDFC Ltd. the following disclosures have been made as required by the 
Standard: 

(i) An amount of Rs. 7.57 crores being the difference (net of tax effect of Rs.-3.84 crores) between the liability as on 
March 31, 2006 on employee benefits including defined benefit plans determined based on the revised AS 15 and the 
liability as per HDFC Ltd’s previous accounting policy has been adjusted against the opening balance of General 
Reserve, in terms of AS 15 (revised). 

(ii) The charge to the Profit and Loss Account for the year towards employee benefits is higher by Rs. 2.31 crores as 
compared to the expense as per HDFC Ltd’s previous accounting policy. 

(iii) HDFC Ltd. has recognised the following amounts in the Profit and Loss Account which are included under Contributions 
to Provident Fund and Other Funds : 

Rupees in crores 

Provident Fund 3.10 

Superannuation Fund 1.73 

Employees’ Pension Scheme-1995 0.92 

The Rules of the Corporation’s Provident Fund administered by a Trust require that if the Board of Trustees are unable to 
pay interest at the rate declared for Employees’ Provident Fund by the Government under para 60 of the Employees' 
Provident Fund Scheme, 1952 for the reason that the return on investment is less or for any other reason, then the 
deficiency shall be made good by the Corporation. Having regard to the assets of the Fund and the return on the 
investments, the Corporation does not expect any deficiency in the foreseeable future. 

(iv) The details of the Corporation’s post-retirement benefit plans for its employees including whole-time Directors are given 
below which is certified by the actuary and relied upon by the auditors: 


Change in the Benefit Obligations: 

Rupees in crores 

Liability at the beginning of the year 

32.44 

Current Service Cost 

2.72 

Interest Cost 

2.59 

Benefits Paid 

(0.57) 

Actuarial loss 

5.47 

Liability at the end of the year * 

42.65 


*The Liability at the end of the year Rs.42.65 crores includes Rs.12 crores in respect of an un-funded plan. 
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Fair Value of Plan Assets: 

Rupees in crores 

Fair Value of Plan Assets at the beginning of the year 

23.47 

Expected Return on Plan Assets 

1.87 

Contributions 

4.16 

Benefits Paid 

(0.57) 

Actuarial loss on Plan Assets 

(0.48) 

Fair Value of Plan Assets at the end of the year 

28.45 

Total Actuarial loss to be recognised 

(5.96) 

Actual Return on Plan Assets: 


Expected Return on Plan Assets 

1.87 

Actuarial loss on Plan Assets 

(0.48) 

Actual Return on Plan Assets 

1.39 

Amount Recognised in the Balance Sheet: 


Liability at the end of the year 

42.65 

Fair Value of Plan Assets at the end of the year 

28.45 

Amount recognised in the Balance Sheet under "Provision for Retirement Benefits” 

14.20 

Expense Recognised in the Profit and Loss Account: 


Current Service Cost 

2.72 

Interest Cost 

2.59 

Expected Return on Plan Assets 

(1.87) 

Net Actuarial loss to be recognised 

5.96 

Expense recognised in the Profit and Loss Account included under staff expenses 

9.40 

Reconciliation of the Liability Recognised in the Balance Sheet: 


Opening Net Liability 

8.96 

Expense recognised 

v 9.40 

Contribution by the Corporation 

4.16 

Amount recognised in the Balance Sheet under "Provision for Retirement Benefits” 

14.20 


107 

www.reportjunction.com 






SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 


Investment Pattern: 

% Invested 

% Invested 


Current Year 

Previous Year 

Central Government securities 

14.85 

18.30 

State Government Securities / Securities guaranteed by 

State / Central Government 

8.97 

11.52 

Public Sector / Financial Institutional Bonds 

23.62 

29.42 

Private Sector Bonds 

3.16 

5.74 

Special Deposit Scheme 

7.75 

9.39 

Investments in Insurance Cos, 

39.65 

22.93 

Others (including bank balances) 

2.00 

2.70 

Total 

100.00 

100.00 


Based on the above allocation and the prevailing yields on these assets, the long term estimate of the expected rate of 
return on fund assets has been arrived at. 

Principal Assumptions: 

Current Year Previous Year 

% % 

Discount Rate 8 7.5 

Return on Plan Assets 8 8 


13. (i) As per the Housing Finance Companies (NHB) Directions 2001, non-performing assets are recognised on the basis of 
ninety days overdue. The total provision carried by HDFC Ltd. and one of the subsidiaries in terms of paragraph 25 (2) 
of the Housing Finance Companies (NHB) Directions 2001 and NHB circular NHB(ND)/DRS/Pol-No.09/2004-05 dated 
May 18, 2005 in respect of Housing and Non-Housing Loans is as follows: 

Rs. in crores 

Sub-Standard Assets Doubtful Assets 

Current Year Previous Year Current Year Previous Year 


Housing 

Non-Housing 


26.04 20.63 113.81 86.23 

3.32 1.36 10.13 10.70 


(ii) During the year, in addition to the charge of Rs. 35.27 crores (Previous Year Rs. 20.01 crores) to the Profit and Loss 
Account an amount of Rs. 13.12 crores (net of Deferred Tax of Rs. 21.88 crores) [(Previous Year Rs. 30 crores) (net of 
Deferred Tax of Rs. Nil)], has been transferred from Special Reserve No. I to Provision for Contingencies, as per industry 
practice and in terms of National Housing Bank circular NHB(ND)/DRS/Pol-N0.03/2004-05 dated August 26, 2004 pursuant 
to Section 29C of the National Housing Bank Act, 1987. 

(iii) a) Provision for Contingencies as on March 31, 2007 includes provision for non-performing assets, standard assets 

and all other contingencies amounting to Rs. 431.55 crores (Previous Year Rs. 394.92 crores). In accordance with 
the prudential norms of National Housing Bank, the provision required to be carried forward is Rs. 154.97 crores 
(Previous Year Rs. 110.76 crores). 
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b) Movement in Provision for Contingencies Account during the year is as under: 



Current Year 

Rs. in crores 

Previous Year 

Opening Balance 

394.92 

388.18 

Additions during the year 

68.98 

50.01 

Utilised during the year towards loan write offs, Dimunition in Value of 
Investments, Foreign Currency Revaluation, Provision for Securitisation etc. 

(32.35) 

(43.27) 

Closing Balance 

431.55 

394.92 


(iv) Provision for Contingencies debited to the Profit and Loss Account includes Provision for Diminution in Value of Investments 
amounting to Rs. 8.29 crores (Previous Year Rs.14.47 crores). The balance of the provision represents provision made 
against non-performing assets and other contingencies. 

14. (i) Contingent liability in respect of guarantees provided aggregated to Rs. 82.22 crores (Previous Year Rs. 193.67 crores). 

(ii) Contingent liability in respect of income-tax demands, net of amounts provided for and disputed, amounts to 

Rs. 196.05 crores (Previous Year Rs. 224.79 crores). The matters in dispute are under appeal. Out of the above an 
amount of Rs. 180.96 crores (Previous Year Rs. 210.66 crores) has been paid/adjusted against refund and the same 
will be received as refund if the matters are decided in the favour of HDFC Ltd. 

(iii) Contingent liability in respect of Interest tax demands, net of amount provided for and disputed in respect of one of the 

subsidiary companies amounts to Rs. 0.96 Crores (Previous Year Rs. 0.23 crores). The matter in dispute is under 

appeal. The company expects to succeed in the proceedings and hence no additional provision is considered necessary. 

(iv) Contingent Liability in respect of corporate undertakings provided for securitisation of receivables aggregated to 
Rs. 208.94 crores (Previous Year Rs. 102.38 crores). The outflows would arise in the event of a shortfall if any in the 
cash flows of the pool of the securitised receivables. 

(v) One of the subsidiary companies has received a show cause cum demand notice dated April 19, 2006 from the Office of 
the Commissioner, Service Tax, Mumbai amounting to Rs. 11.98 crores (Previous Year Rs. 11.98 crores) on the grounds 
of excess utilisation of service tax credit for the period September 2004 to September 2005. The Company has filed an 
appeal to the Commissioner of Service Tax against the demand. The Company has received a similar show cause cum 
demand notice on April 21, 2007 from the Office of the Commissioner, Service Tax, Mumbai amounting to Rs. 18.97 
crores (Pervious Year Rs. Nil) on the grounds of excess utilization of service tax credit for the period October 2005 to 
September 2006. A similar demand is made on other companies within the insurance industry and the Company is 
confident of defending the show cause cum demand notice. As the Company has been advised by an expert opinion 
that the case is well supported in law, the Company does not expect the demand to crystalise into a liability. 

The same subsidiary company has also received a notice on March 30, 2006 for assessment year 2003-2004 disallowing 
a portion of depreciation. This is on the grounds that the total depreciation has been charged to shareholders instead of 
apportioning the same between shareholders and policyholders. As the case is well supported in law the company does 
not expect the demand to crystalise into a liability. 

(vi) Loans and advances of IGSL include Rs. 2.19 crores (Previous Year Rs. Nil) claimed as a refund of Service Tax paid on 
input services by IGSL, as IGSL is not liable to pay Service Tax on output services as these are exported. A part of IGSL's 
claim amounting to Rs. 0.65 crores has been rejected and IGSL is in the process of filing an appeal against the Order. 

(vii) A claim has been made against IGSL, by a customer for a fraud committed by an employee.' Adequate provision has 
been made by IGSL for the claim crystalised so far. The Company is of the opinion that there is a possibility of 
additional claim being made against it in the future, the value of which is not ascertainable. Provision for the same shall 
be made by IGSL as and when they arise. 

(viii) Proportionate share of claims not acknowledged as debt in respect of an associate company amounts to Rs. 87.15 
crores (Previous Year Rs. 56.66 crores). 
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15. As per the Accounting Standard 17 on ‘Segment Reporting' issued by the Institute of Chartered Accountants of India, the main segments and the 
relevant disclosures relating thereto are as follows: Rupees in Crores 



Housing 

Life Insurance 

General 

Insurance 

Asset 

Management 

Call Centre and 
Data Processing 

Others 

Inter-Segment 
. adjustments 

Unassociated 

Total 


CY 

PY 

CY 

PY 

CY 

PY 

CY 

PY 

CY 

PY 

CY 

PY 

CY 

PY 

CY 

PY 

CY 

PY 

Segment Revenue 

6,042.86 

4.382.58 

22.69 

13.43 

5.30 

5.61 

213.58 

154.56 

191.35 

134.96 

51.12 

34.82 

(99.21) 

(76.71) 

— 


6,427.69 

4,649.25 

Segment Result 

2,004.81 

1,583.55 

(125.56) 

(128.76) 

2.50 

4.80 

119.60 

84.33 

(1.16) 

7.26 

15.72 

12.93 

(87.12) 

(69.38) 

- 

- 

1,928.79 

1,494.73 

Income - tax (Current) 















467.16 

345.49 

467.16 

345.49 

Deferred tax 















(23.87) 

(13.56) 

(23.87) 

(13.56) 

Fringe Benefit Tax 















3.83 

3.06 

3.83 

3.06 

Total Result 

2,004.81 

1,583.55 

(125.56) 

(128.76) 

2.50 

4.80 

119.60 

84.33 

(1.16) 

7.26 

15.72 

12.93 

(87.12) 

(69.38) 

(447.12) 

(334.99) 

1,481.67 

1,159.74 

Capital Employed 

Segment Assets 

Loans 

57,888.96 

46,059.24 

1.26 

2.94 












_ 

57,890.22 

46,062.18 

Investments 

3,686.19 

3,900.29 

4,159.74 

1,847.36 

169.08 

163.89 

93.98 

57.22 

- 

- 

92.24 

85.55 

57.25 

(260.34) 

- 

- 

8,258.48 

5,793.97 

Current Assets 



















Loans and Advances 
(Net of Tax Asset) 

4,916.66 

4,008.89 

1,177.39 

1,018.30 

58.66 

58.74 

54.45 

31.65 

130.52 

88.06 

9.06 

11,90 

(29.40) 

(30.26) 

262.32 

298.80 

6,579.66 

5,486.08 

Fixed Assets 

221.28 

255.63 

72.75 

59.51 

14,18 

8.37 

64.86 

62.89 

90.47 

67.17 

0.95 

1.01 

64.93 

69.19 

- 

- 

529.42 

523.77 

Deferred Tax Asset 















133.46 

83.41 

133.46 

83.41 

Total Assets 

66,713.09 

54,224.05 

5,411.14 

2,928.11 

241.92 

231.00 

213.29 

151.76 

220.99 

155.23 

102.25 

98.46 

92.78 

(221.41) 

395.78 

382.21 

73,391.24 

57,949.41 

Segment Liabilities 

Loan Funds 

58,498.57 

47,801,18 



2.04 

0.16 

0.25 


101.55 

64.41 

3.50 

2.25 

(15.75) 

(22,86) 

. 

_ 

58,590.16 

47,845.14 

Current Liabilities and 
Provisions (Net of Tax Liability) 

2,879.01 

2,243.09 

420.97 

273.63 

145.44 

139.30 

70.89 

44.52 

43.10 

13.51 

4.40 

2.58 

(28.85) 

(24,30) 

- 

- 

3,534.96 

2,692.33 

Deferred Tax Liability 















0.59 

0.01 

0.59 

0.01 

Total Liabilities 

61,377.58 

50,044.27 

420.97 

273 63 

147.48 

139.46 

71.14 

44.52 

144.65 

77.92 

7.90 

4.83 

(44.60) 

(47.16) 

0.59 

0.01 

62,125.71 

50,537 48 

Net Segment Assets 

5,335.51 

4,179.78 

4,990.17 

2,654.48 

94.44 

91.54 

142.15 

107.24 

76.34 

77.31 

94.35 

93.63 

137.38 

(174.25) 

395.19 

382.20 

11,265.53 

7,411.93 

Other Information 

Capital Expenditure 

26.86 

14.94 

37.06 

27.85 

10.69 

3.77 

10.35 

3.04 

59.49 

13.31 

0.59 

- 0.77 

(0.20) 

0.01 



144.84 

63.67 

Depreciation 

18.27 

19.47 

- 

- 

- 

- 

7.66 

7.00 

26.79 

18.36 

0.60 

0.40 

4.06 

4.08 

- 

- 

57.38 

49.31 

Non cash expenses 
other than Depreciation 

45.53 

33.26 

2.57 

0.84 

0.81 

0.81 

0.02 

0.02 

3.96 

1.49 

0.12 

0.15 

- 

- 

- 

- 

52.99 

36.57 
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NOTES FORMING PART OF THE ACCOUNTS 


16. As per the Accounting Standard 18 on 'Related Party Disclosures’ issued by the Institute of Chartered Accountants of India, 
the related parties are as follows : 

A) Associate Companies 

HDFC Bank Ltd. India Value Fund Advisors Pvt. Ltd. 

Indian Association for Savings and Credit Rockfort Estate Developers Ltd. (Upto June 30, 2006) 


B) Investing Party and its Group Companies 

Standard Life Investments Ltd. Federal Insurance Company 

Chubb Global Financial Services Corporation Standard Life Assurance Company 

Chubb Pacific Underwriting Management Services Pte. Ltd. Barclays Bank PLC 
Chubb Inc. Barclays (H&B) Mauritius Ltd. 

C) Key Management Personnel (of the companies referred to in Note 1(i), 1 (ii) and 1 (ill)) 

Mr. Deepak S Parekh Ms, Renu Sud Karnad 

Mr. Keki M Mistry Mr. Milind' Barve 

Mr. Deepak M Satwalekar Mr. Sudhin Choksey 

Mr. Shrirang V Samant Mr. Gautam Bhagat 

Mr. K G Krishnamurthy 


The nature and volume of transactions during the year with the above related parties were as follows: 

Rs. in crores 


Particulars 

Associate 

Investing Party and its 

Key Management 
Personnel 

Companies 

Group Companies 


Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

INCOME 







Dividend 

39.63 

32.01 

Nil 

Nil 

Nil 

Nil 

Interest 

2.33 

0.60 

2.70 

2.62 

Nil 

Nil 

Consultancy and Other Fees 

0.75 

53.92 

Nil 

Nil 

Nil 

Nil 

Rent 

0.75 

0.71 

Nil 

Nil 

Nil 

Nil 

Profit on Sale of Investments 

Nil 

Nil 

Nil 

Nil 

0.11 

Nil 

Reinsurance 

Nil 

Nil 

0.98 

1.08 

Nil 

Nil 

Miscellaneous Services 

1.15 

19.09 

167.32 

60.77 

Nil 

Nil 

EXPENDITURE 







Interest 

Nil 

Nil 

Nil 

Nil 

0.03 

0.06 

Bank and Other Charges 

112.19 

67.85 

1.02 

' 3.46 

Nil 

Nil 

Remuneration 

Nil 

Nil 

Nil 

Nil 

12.56 

11.20 

Reinsurance 

Nil 

Nil 

4.60 

5.99 

Nil 

Nil 

Preference Dividend 

Nil 

Nil 

1.25 

1.25 

Nil 

Nil 

ASSETS 







Investments 

225.17 

225.33 

Nil 

Nil 

Nil 

Nil 

Deposits 

4.59 

35.70 

Nil 

Nil 

Nil 

Nil 

Bank Balance 

2.22 

82.91 

Nil 

Nil 

Nil 

Nil 

Others 

0.36 

0.12 

54.22 

56.86 

0.03 

0.03 

LIABILITIES 







Deposits 

0.24 

0.21 

Nil 

Nil 

Nil 

0.79 

Reinsurance 

Nil 

Nil 

2.62 

3.28 

Nil 

Nil 

Proposed Equity Dividend 

Nil 

Nil 

5.02 

4.39 

Nil 

Nil 

Short Term Loans 

203.71 

100.05 

Nil 

Nil 

Nil 

Nil 

Others 

Nil 

Nil 

1.13 

0.17 

Nil 

Nil 
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The nature and volume of material transactions during the year with the above related parties were as follows: 


Rs. in crores 


Particulars 

Associate 

Companies 

Investing Party and its 
Group Companies 

Key Management 
Personnel 


Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

INCOME 







Dividend 

- HDFC Bank Ltd. 

37.87 

30.99 

Nil 

Nil 

Nil 

Nil 

Interest 







- HDFC Bank Ltd. 

2.17 

0.60 

Nil 

Nil 

Nil 

Nil 

- CHUBB Inc 

Nil 

Nil 

2.70 

2.62 

Nil 

Nil 

Consultancy and Other Fees 







- HDFC Bank Ltd. 

0.75 

53.92 

Nil 

Nil 

Nil 

Nil 

Profit on sale of investments 







- Mr. Sudhin Choksey 

Nil 

Nil 

Nil 

Nil 

0.11 

Nil 

Rent 







- HDFC Bank Ltd. 

0.75 

0.71 

Nil 

Nil 

Nil 

Nil 

Reinsurance 







- Federal Insurance Company Labuan 

Nil 

Nil 

0.98 

1.03 

Nil 

Nil 

Miscellaneous Services 

- HDFC Bank Ltd. 

1.14 

19.09 

Nil 

Nil 

Nil 

Nil 

- Barclays Bank PLC 

Nil 

Nil 

167.32 

60.77 

Nil 

Nil 
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The nature and volume of material transactions during the year with the above related parties were as follows: 

Rs. in crores 


Particulars 

Associate 

Companies 

Investing Party and Its 
Group Companies 

Key Management 
Personnel 


Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

EXPENDITURE 

Interest 

- Mr. Deepak S Parekh 

Nil 

Nil 

Nil 

Nil 

0.03 

0.06 

Bank and Other Charges 

- HDFC Bank Ltd. 

112.17 

67.85 

Nil 

Nil 

Nil 

Nil 

- CHUBB Pacific Underwriting 
Management Services 

Nil 

Nil 

1.02 

3.46 

Nil 

Nil 

Reinsurance 

- Federal Insurance Company - 
Labuan 

Nil 

Nil 

4.58 

5.34 

Nil 

Nil 

- Federal Insurance Company - 
Hong Kong 

Nil 

Nil 

Nil 

0.65 

Nil 

Nil 

Preference Dividend 

- Standard Life Investments Ltd. 

Nil 

Nil 

1.25 

1.25 

Nil 

Nil 

Remuneration 

- Mr. Deepak S Parekh 

Nil 

Nil 

Nil 

Nil 

2.94 

2.49 

- Mr. Keki M Mistry 

Nil 

Nil 

Nil 

Nil 

2.04 

1.66 

- Ms. Renu Sud Karnad 

Nil 

Nil 

Nil 

Nil 

1.92 

1.59 

- Mr. Deepak M Satwalekar 

Nil 

Nil 

Nil 

Nil 

1.45 

1.55 

- Mr. Milind Barve 

Nil 

Nil 

Nil 

Nil 

2.46 

2.44 


The nature and volume of material transactions during the year with the above related parties were as follows: 


Rs. in crores 


Particulars 

Associate 

Companies 

Investing Party and its 
Group Companies 

Key Management 
Personnel 


Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

ASSETS 

Investments 

- HDFC Bank Ltd. 

223.98 

223.98 

Nil 

Nil 

Nil 

Nil 

Deposits 

- HDFC Bank Ltd. 

4.59 

35.70 

Nil 

Nil 

Nil 

Nil 

Bank Balance 

- HDFC Bank Ltd, 

2.20 

82.21 

Nil 

Nil 

Nil 

Nil 

Others 

- HDFC Bank Ltd. 

0.36 

0.12 

Nil 

Nil 

Nil 

Nil 

- Barclays Bank PLC 

Nil 

Nil 

51.72 

24.56 

Nil 

Nil 

- CHUBB Inc. 

Nil 

Nil 

Nil 

30.00 

Nil 

Nil 

- Mr. Sudhin Choksey 

Nil 

Nil 

Nil 

Nil 

0.03 

0.03 
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NOTES FORMING PART OF THE ACCOUNTS 


The nature and volume of material transactions during the year with the above related parties were as follows: 

Rs. in crores 


Particulars 

Associate 

Companies 

Investing Party and its 
Group Companies 

Key Management 
Personnel 


Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

Current 

Year 

Previous 

Year 

LIABILITIES 

Deposits 







- HDFC Bank Ltd. 

0.23 

0.21 

Nil 

Nil 

Nil 

Nil 

- Mr. Deepak S Parekh 

Reinsurance 

- Federal Insurance Company - 

Nil 

Nil 

Nil 

Nil 

Nil 

.0.79 

Labuan 

- Federal Insurance Company - 

Nil 

Nil 

1.45 

1.69 

Nil 

Nil 

US 

- Federal Insurance Company - 

Nil 

Nil 

1.03 

1.03 

Nil 

Nil 

Hong Kong 

Proposed Equity Dividend 

Nil 

■ Nil 

Nil 

0.65 

Nil 

Nil 

- Standard Life Investments Ltd. 

Short Term Loans 

Nil 

Nil 

5.02 

4.39 

Nil 

Nil 

- HDFC Bank Ltd. 

Others 

- CHUBB Pacific Underwriting 

203.71 

100.05 

Nil 

Nil 

Nil 

Nil 

Management Services 

Nil 

Nil 

1.13 

0.17 

Nil 

Nil 


17. In accordance with the Accounting Standard on 'Leases' (AS 19), issued by the Institute of Chartered Accountants of India, 
the following disclosures are made in respect of Operating and Finance Leases : 


(i) Income from Leases includes Rs. 16.24 crores (Previous Year Rs. 12.84 crores) of which Rs. 1.18 crores (Previous 
Year Rs. 1.44 crores) is towards contingent rent - in respect of properties leased out under Operating Leases. Out of the 
above, in respect of the non-cancellable leases, the future minimum lease payments are as follows : 


Rupees in crores 
Current Year Previous Year 

Not later than one year ' 15.68 16.02 

Later than one year but not later than five years 42.62 21.06 

(ii) a) Certain motor cars, Information Technology equipment and Software have been acquired under Finance Lease for 
an aggregate fair value of Rs. 2.99 crores (Previous Year Rs. 0.97 crores). The total minimum lease payments 
(MLP) in respect thereof and the present value of the future lease payments, discounted at the interest rate implicit 
in the lease are: 


Period 

Total MLP 


Interest 

Rupees in crores 

Principal 


Current 

Previous 

Current 

Previous 

Current 

Previous 


Year 

Year 

Year 

Year 

Year 

Year 

Not later than one year 

0.93 

0.19 

0.12 

0.03 

0.81 

0.16 

Later than one year but not 
later than five years 

1.49 

0.31 

0.12 

0.04 

1.37 

0.27 

Total 

2.42 

0.50 

0.24 

0.07 

2.18 

0.43 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 


b) Certain motor cars have been acquired under Operating Lease by a subsidiary company. In respect of the same, 
the lease payments charged to the revenue account are Rs. 0.44 crores (Previous Year Rs. 0.17 crores). The 
minimum future lease payments payable for specified duration in respect of such leases amount to the following : 


Period 

Not later than one year 

Later than one year but not later than five years 
Total 


Rupees in crores 
Current Year Previous Year 
0.35 0.23 

0.51 0.53 

0.86 0.76 


(iii) Properties under non-cancellable operating leases have been acquired, both for commercial and residential purposes. 
The total minimum lease payments for the current year, in respect thereof, included under Rent, amount to Rs. 43.23 
. crores (Previous Year Rs. 30.65 crores). 


The future lease payments in respect of the above are as follows: 


Not later than one year 

Later than one year but not later than five years 
Later than five years 


Current Year 
49.10 
128.90 
125.63 


Rupees in crores 
Previous Year 
28,54 
86.79 
34.92 


18. In accordance with the Accounting Standard 20 on 'Earnings Per Share’ issued by the Institute of Chartered Accountants of 
India : 


(i) In calculating the Basic Earnings Per Share the Profit After Tax attributable to HDFC Ltd. of Rs. 1,741.98 crores 
(Previous year Rs, 1,349.15 crores) has been adjusted for amounts utilised out of Shelter Assistance Reserve of 
Rs. 4.68 crores (Previous Year Rs.4.77 Crores). 

Accordingly the Basic Earnings Per Share has been calculated based on the adjusted Profit After Tax attributable to 
HDFC Ltd. of Rs. 1,737.30 crores (Previous Year Rs. 1,344.38 crores) and the weighted average number of shares 
during the year of 24,98,95,601 (Previous Year 24,92,54,305). 

(ii) The reconciliation between the Basic and the Diluted Earnings Per Share is as follows : 

, Rupees 



Current Year 

Previous Year 

Basic Earnings Per Share 

69.52 

53.94 

Effect of Outstanding Stock Options 

(4.89) 

(1.95) 

Diluted Earnings Per Share 

64.63 

51.99 

(iii) The Basic Earnings Per Share has been computed by dividing the adjusted Profit After. Tax by the weighted average 
number of equity shares for the respective periods; whereas the Diluted Earnings Per Share has been computed by 
dividing the adjusted Profit After Tax by the weighted average number of equity shares, after giving dilutive effect of the 
outstanding Stock Options and FCCB for the respective periods. The relevant details as.described above are as 
follows : 


Current Year 

Previous Year 

Weighted average number of shares for computation of Basic Earnings Per Share 

24,98,95,601 

24,92,54,305 

Diluted effect of outstanding Stock Options 

1,88,98,539 

93,16,213 

Weighted average number of shares for computation of Diluted Earnings Per Share 

26,87,94,140 

25,85,70,518 
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Schedule 14 (Continued) 

NOTES FORMING PART OF THE ACCOUNTS 

19. In compliance with the Accounting Standard 22 on 'Accounting for Taxes on Income’ issued by the Institute of Chartered 
Accountants of India, credit has been taken for Rs. 23.87 crores (Previous Year Rs. 13.56 crores) in the Profit and Loss 
Account for the year ended March 31, 2007 towards deferred tax asset (net) for the year, arising on account of timing 
differences. 

Major components of deterred tax assets and liabilities arising on account of timing differences are : 


Rupees in crores 



Assets 

Liabilities 


Current Year 

Previous Year 

Current Year 

Previous Year 

a) Depreciation 

(53.58) 

(57.15) 

5.23 

0.01 

b) Provision for Contingencies 

164.04 

133.72 

(2.04) 

— 

c) Provision for Employee Benefits 

14.06 

(3.25) 

(0.06) 

— 

d) Accrued Redemption Loss (net) 

6.33 

4.54 

— 

— 

e) Sale of Home Loans 

(2.58) 

(1.93) 

— 

— 

f) Others (net) 

5.19 

7.48 

(2.54) 

— 

Total 

133.46 

83.41 

0.59 

0.01 


20. (i) As on March 31, 2007, HDFC Ltd. has foreign currency borrowings (excluding FCCB) of USD 1,068.48 million equivalent 
(Previous Year USD 1.152.32 million). The Corporation has undertaken principal only swaps, currency options and 
forward contracts of a notional amount of USD 777 million equivalent (Previous Year USD 927 million) to hedge foreign 
currency risk, Further, interest rate swaps of USD 391 million equivalent (Previous Year USD 703 million) are outstanding, 
which are undertaken to hedge the interest rate risk on the foreign currency borrowings. As on March 31, 2007, HDFC 
Ltd’s net foreign currency exposure on borrowings net of risk management arrangements is USD 100.17 million (Previous 
Year USD 164.34 million). 

As a part of asset liability management and on account of the increasing response to HDFC Ltd.'s Adjustable Rate 
Home Loan product as well as to reduce the overall cost of borrowings, HDFC Ltd. has entered into interest rate swaps 
wherein it has converted its fixed rate rupee liabilities of a notional amount of Rs 7,265 crores (Previous Year Rs. 6,565 
crores) as on March 31, 2007 for varying maturities into floating rate liabilities linked to various benchmarks. In addition, 
HDFC Ltd. has entered into cross currency swaps of a notional amount of USD 643 million equivalent (Previous Year 
USD 421.39 million) wherein it has converted its rupee liabilities into foreign currency liabilities and the interest rate is 
linked to the benchmarks of respective currencies. 

(ii) The jointly controlled entity (Intelenet Global Services Pvt. Ltd.) has entered into the following derivative instruments: 

a) Forward Exchange Contracts [being a derivative instrument], which are not intended for trading or speculative 
purposes, but for hedge purposes, to establish the amount of reporting currency required or available at the 
settlement date of certain payables and receivables. 

The following are the outstanding Forward Exchange Contracts entered into by IGSL as on 3-1 st March, 2007: 


Currency 


C.Y 

P.Y Buy/Sell Cross Currency 

GBP 


9,700,000 

- Sell 

US Dollar 

US Dollar 


11,500,000 

18,500,000 Sell 

Rupees 
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NOTES FORMING PART OF THE ACCOUNTS 

b) Currency Swaps (other than forward exchange contracts stated above) to hedge against fluctuations in changes in 
exchange rate : 

No. of contracts : 2 (Previous Year 1) 

Notional Principal : JPY 1,748,125,000 (Previous Year JPY 1,324,125,000) 

c) Currency Options : 

No. of contracts : 3 (Previous Year 3) 

Notional Principal : JPY 1,359,850,000 (Previous Year JPY 1,359,850,000) 

d) The year end foreign currency exposures that have not been hedged by a derivative instrument or otherwise are 

USD 165,498 and GBP 28,351 

(Previous Year USD 351,726) 

USD 28,897,670 

(USD 29,845,346) 

(Amount in Rupees) 

As at As at 

March 31, 2007 March 31, 2006 

450,000,261 Nil 

21. Figures for the previous year have been regrouped wherever necessary. 


given below: 

Amounts payable in foreign currency on account of the following: 

• Import of goods and services Rs.96,22,802 

(Previous Year Rs.1,56,94,781) 

• Bank Borrowings Rs.121,83,37,851 

(Rs.127,55,63,290) 

e) SBSL has entered into the following derivative instruments: 

Particulars Currency 

(tor Hedge) 

Hedged Balances 

Foreign currency Term Loan from HSBC JPY 
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Schedule 15 

SIGNIFICANT ACCOUNTING POLICIES 

1. ACCOUNTING CONVENTION 

These accounts have been prepared in accordance with historical cost convention, applicable Accounting Standards issued 
by the Institute of Chartered-Accountants of India and relevant provisions of the Companies Act, 1956. 

The preparation of financial statements requires the management to make estimates and assumptions considered in the 
reported amounts of assets and liabilities (including current liabilities) as of the date of the financial statements and the 
reported income and expenses during the reporting period. Management believes that the estimates used in preparation of 
the financial statements as prudent and reasonable. Future results could differ from these estimates. 

2. SYSTEM OF ACCOUNTING 

The Group adopts the accrual concept in the preparation of the accounts. 

The Balance Sheet and the Profit and Loss Account of the Group are prepared in accordance with the provisions contained 
in Section 211 of the Companies Act, 1956 read with Schedule VI thereto to the extent possible (except the insurance 
subsidiaries), and the approvals granted under the Section by the Company Law Board. 

3. INFLATION 

Assets and liabilities are recorded at historical cost to the Group. These costs are not adjusted to reflect the changing value 
in the purchasing power of money. 

4. INTEREST ON HOUSING LOANS 

Repayment of housing loans is generally by way of Equated Monthly Instalments (EMIs) comprising principal and interest. 
EMIs commence once the entire loan is disbursed. Pending commencement of EMIs, pre-EMI interest is payable every 
month. Interest on loans is computed either on an annual or on a monthly rest basis. 

5. INCOME FROM LEASES 

Lease rental income in respect of leases is recognised in accordance with the Accounting Standard 19 on ‘Leases’ issued 
by the Institute of Chartered Accountants of India. 

6. INCOME FROM INVESTMENTS 

In respect of Investments in Schemes of Unit Trust of India and Other Mutual Funds with assured returns, the income is 
accounted on an accrual basis. 

The gain / loss on account of Investments in Preference Shares, Debentures / Bonds and Government Securities held as 
long-term investments and acquired at a discount / premium, is recognised over the life of the security on a pro-rata basis. 

7. BROKERAGE ON DEPOSITS 

Brokerage on deposits, other than incentive brokerage, is amortised over the period of the deposit except in respect of 
brokerage paid by one of the subsidiary companies. Incentive brokerage, which is payable to agents who achieve certain 
collection targets, is charged to the Profit and Loss Account. 

8. TRANSLATION OF FOREIGN CURRENCY 

Assets and liabilities in foreign currencies are converted at the rates of exchange prevailing at the year-end. 

9. INVESTMENTS 

(i) OTHER THAN INSURANCE COMPANIES 

Investments are capitalised at cost inclusive of brokerage and stamp charges and are classified into two categories, viz. 
Current or Long-term. Provision for diminution in the value of investments is made in accordance with the guidelines 


mssm . .'»«« ■ 


118 


www.reportjunction.com 





SANSCO SERVICES - Annual Reports Library Services - www.sansco.ndionsolidated Group Accounts 



Schedule 15 (Continued) 

SIGNIFICANT ACCOUNTING POLICIES 

issued by the National Housing Bank and the Accounting Standard 13 on ‘Accounting for Investments' issued by the 
Institute of Chartered Accountants of India, and is recognised through the Provision for Contingencies Account. The 
investment in properties is net of provision for depreciation. 

(ii) INSURANCE COMPANIES 

Investments are made in accordance with the Insurance Act, 1938, the Insurance Regulatory and Development Authority 
(Investment) Regulations, 2000, the Insurance Regulatory and Development Authority (Investment) (Amendment) Regulations, 
2001 and various other circulars / notifications issued by the Insurance Regulatory and Development Authority in this 
context from time to time. 

Investments are recorded at cost, which include brokerage, stamp duty and excludes broken period interest. Investments 
maturing within twelve months from the balance sheet date and investment made with the specific intention to dispose 
’ of within twelve months from the balance sheet date are classified as short-term investments. 

All debt securities are considered as ‘‘held to maturity" and accordingly stated at historical cost subject to amortisation 
of premium or accretion of discount on constant yield to maturity basis in the revenue account and the profit and loss 
account over the period of maturity / holding. 

All mutual fund investments are valued at realisable net asset value. 

Equity shares are valued at fair value being the lower of the last quoted closing prices on the National Stock Exchange 
(NSE) and the Bombay Stock Exchange (BSE). 

10. FIXED ASSETS 

Fixed Assets are capitalised at cost inclusive of legal and / or installation expenses. Assets acquired under Finance Leases 
are accounted in accordance with the Accounting Standard 19 on ‘Leases' issued by the Institute of Chartered Accountants 
of India. 

11. INTANGIBLE ASSETS 

Intangible Assets comprise of system software which are stated at cost of acquisition, including any cost attributable for 
bringing the same to its working condition, less accumulated amortisation and Goodwill arising on account of a scheme of 
amalgamation in a subsidiary company and on account of acquisition by a subsidiary of the jointly controlled entity. Any 
expenses on such software for support and maintenance payable annually are charged to revenue account. 

12. DEPRECIATION AND AMORTISATION 
Fixed Assets 

Depreciation on all Fixed Assets other than Leased Assets and Leasehold Improvements, is provided for the full year in 
respect of assets acquired during the year. No depreciation is provided in the year of sale. 

In respect of Leased Assets and Leasehold Improvements, depreciation is provided on a pro-rata basis from the date of 
installation / acquisition. 

Depreciation on Buildings, Computers, Leased Assets and Leasehold Improvements is calculated, as per the straight line 
method; and on other assets as per the reducing balance method. All assets except Computers and Leased Assets are 
depreciated at rates specified by the Companies Act, 1956. Depreciation on Computers is calculated at the rate of 25 per 
cent per annum. Depreciation in respect of finance leases is provided on the straight line method over the primary period of 
lease or over the specified period, as defined under Section 205(5)(a) of the Companies Act, 1956, whichever is shorter. 
Depreciation in respect of Leasehold Improvement is provided on the straight line method over the primary period of 
the lease. 
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Schedule 15 (Continued) 

SIGNIFICANT ACCOUNTING POLICIES 

In respect of jointly controlled entity, Fixed assets that are to be used exclusively for customers and over which they have a 
lien are depreciated over the shorter of the estimated useful life or the tenure of contract. Fixed assets acquired on hire 
purchase basis are amortised over the tenure of the agreement. Leasehold Improvements are amortised over the period of 
lease or ten years whichever is shorter. 

Intangible Assets 

Capitaiised software is amortised over a period of four years on a straight-line basis. Goodwill has been amortised on a 
straight-line basis over a period of 20 years since in the opinion of the Management, the benefits of the acquisition by the 
Group are likely to be perpetual, 

13. PROVISION FOR CONTINGENCIES 

It is ensured that the balance in Provision for Contingencies account is adequate to cover the total principal amount 

outstanding in respect of all non-performing assets, as also all other contingencies. All loans and other credit exposures 

where the instalments are over due for ninety days and more are classified as non-performing assets in accordance with the 
prudential norms prescribed by the National Housing Bank. 

14. EMPLOYEE BENEFITS 

Provident Fund and Superannuation Fund Contributions 

The Group’s contributions paid / payable during the year towards Provident Fund and Superannuation Fund are charged in 
the Profit and Loss Account every year. These funds and the schemes thereunder are recognised by the Income-tax authorities 
and administered by various trustees. 

Gratuity and Post Retirement Pension 

In the case of HDFC Ltd., except in case of Dubai branch, where the provision for gratutity is made in accordance of local 
laws, the net present value of the obligation towards gratuity to employees and post retirement pension scheme for whole 

time directors is actuarially determined based on the projected unit credit method. Actuarial gains and losses are immediately 

recognised in the Profit and Loss Account. In the case of subsidiary companies and the jointly controlled entity, the contribution 
is made based on the actuarial valuation determined each year. 

Other Employee Benefits 

In the case of HDFC Ltd. compensated absences and other short term benefits are determined on an undiscounted basis 
and recognised over the period of service, which entitles the employees to such benefits. In the case of subsidiary companies 
and the jointly controlled entity, the provision for leave encashment is made based on the actuarial valuation determined 
each year, This is not likely to have a material impact on the consolidated results of the group. 

15. INCOME-TAX 

The accounting treatment for Income-tax is based on the Accounting Standard 22 on ’Accounting for Taxes on Income' 
issued by the Institute of Chartered Accountants of India. The provision made for Income-tax in the Accounts comprises 
both, the current tax and the deferred tax. The deferred tax assets and liabilities for the year, arising on account of timing 
differences, are recognised in the Profit and Loss Account; and the cumulative effect thereof is reflected in the Balance 
Sheet. The major components of the respective balances of deferred tax assets and liabilities are disclosed in the Accounts. 

16. POLICY LIABILITIES 

These are determined by the Company's (HDFC Standard Life Insurance Co. Ltd.) appointed Actuary following his annual 
investigation of the Company’s insurance policies. 
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SIGNIFICANT ACCOUNTING POLICIES 

17. SALVAGE RECOVERIES 

Salvaged vehicles are recognised at net realisable value and are deducted from the claim settlement made against the 
same. Salvaged vehicles on hand are treated as stock-in-trade and are recognised at the estimated net realisable value 
based on independent valuer’s report by the subsidiary company (HDFC Chubb General Insurance Company Ltd.). 

18. MISCELLANEOUS EXPENDITURE 

Preliminary expenses incurred before 31st March, 2003 are being written off over a period of 5 years in accordance with the 
provisions of section 35D of the Income-tax Act, 1961. 
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INFORMATION WITH REGARD TO SUBSIDIARY COMPANIES 

(In terms of the approval u/s 212(8) of the Companies Act, 1956 granted by the Ministry of Company Affairs 
vide letter No. 47/342/2006-CL - III dated January 4, 2007) 

(As on / lor the year ended March 31, 2007) _•_’_ (Amount in Crores) 


Name of the Subsidiary 

Company 

HDFC 
Standard 
Life 
Insurance 
Co. Ltd. 

HDFC 
Asset 
Manage¬ 
ment 
Co. Ltd. 

HDFC 
Trustee 
Co. Ltd. 

HDFC 
Chubb 
General 
Insurance 
Co. Ltd. 

Gruh HDFC 

Finance Developers 
Ltd. Ltd. 

HDFC 

Venture 

Capital 

Ltd. 

HDFC 

Ventures 

Trustee 

Co. 

Ltd. 

HDFC 

Property 

Ventures 

Ltd. 

HDFC 

Realty 

Ltd. 

HDFC 

Invest¬ 

ments 

Ltd. 

HDFC 

Holdings 

Ltd. 

Home 
Loan 
Services 
India 
Pvt. Ltd. 

Capital 

830.00 

50.16 

0.10 

125.00 

34.64 

0.05 

0.50 

0.05 

1.00 

5.75 

32.67 

0.80 

4.01 

Reserves / (Debit balance in 
Profit & Loss Account) 

4,161.23 

95.43 

0.05 

(30.10) 

129.59 

4.12 

4.38 

0.30 

0.02 

(5.64) 

58.47 

1.93 

(5.59) 

Total Assets (Fixed Assets + 
Investments (*) + 

Current Assets+ 

Deferred Tax Asset) 

5,381.78 

273.49 

2.56 

242.43 

1,521.88 

4.53 

9.79 

0.68 

1.28 

0.12 

91.15 

2.73 

6.09 

Total Liabilities (Debts + 
Current Liabilities+ 

Deferred Tax Liability) 

390.55 

127.90 

2.41 

147.53 

1,357.65 

0.36 

4.91 

0.33 

0.26 

0.01 

0.01 


7.67 

Investments (*) 

1,928.16 

84.57 

1.02 

178.09 

17.46 

— 

8.69 

— 

— 

— 

89.57 

1.34 

— 

Total Income (**) 

20.30 

187.50 

4.09 

3.31 

146.63 

0.22 

20.82 

0.34 

0.83 

0.06 

17.99 

0.14 

32.71 

Profit / (Loss) before Taxation 

(125.56) 

101.89 

0.01 

2.50 

37.03 

0.12 

17.35 

0.31 

0.04 

(0.01) 

17.84 

0.13 

(2.36) 

Provision for Taxation 

— 

34.35 

— 

0.50 

7.42 

0.04 

6.00 

0.11 

0.02 

— 

0.40 

0.02 

0.08 

Profit / (Loss) after Taxation 

(125.56) 

67.54 

0.01 

2.00 

29.61 

0.08 

11.35 

0.20 

0.02 

(0.01) 

17.44 

0.11 

(2.44) 

Proposed Dividend and 

Tax thereon 


11.77 



12.16 

0.09 









Notes: 

* Includes Investments of Shareholders’, Policyholders’ and Assets held to cover Linked Liability 
** Includes Net Premium Income, Investment Income and other Income 
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A widely quoted definition by the World 
Business Council for Sustainable Development 
states that 'Corporate Social Responsibility 
(CSR) is the continuing commitment by 
business to behave ethically and contribute 
to economic development while improving 
the quality of life of the workforce and their 
families as well as of the local community 
and society at targe’. Although the term 
‘CSR’ is of relatively recent vintage, it Is 
this commitment, that HDFC has exemplified 
with zeal, perseverance and enthusiasm 
since its nascent years. The initiatives 
undertaken by the Corporation from its 
earliest days flow from a wellspring of voluntary 
efforts as opposed to obligatory commitments. 

The following pages describe some of the 
projects supported by HDFC through the 
Shelter Assistance Reserve, initiatives 
undertaken by HDFC employees and our 
continued bulk lending operations in the 
area of micro-finance and low-income housing, 

SHELTER ASSISTANCE RESERVE 

The year saw the utilisation of the Shelter 
Assistance Reserve towards a wide array 
of development projects across the country. 
The Reserve supported close to 160 non¬ 
profits and development organisations with 
the overall utilisation at Rs. 4.68 crore. 


The segment-wise break-up of the utilisation 
is highlighted in the chart below: 

Cited below are a few cases in no specific 
order that broadly illustrate the deployment 
of the Shelter Assistance Reserve during 
2006-07: 

THE POONA SCHOOL & HOME FOR THE 
BLIND 

Eyes, it is aptly said are the windows to 
the soul and organisations like The Poona 
School & Home for the Blind give this 
soul a voice, an edifice and an instrument 
to serve. The institution is currently in its 
seventieth year of silent and dedicated 
service to the cause of the visually challenged. 
All these years they have successfully upheld 
and demonstrated their simple motto - 
“blindness is not a disability." In all, the 
Trust manages five schools in Pune catering 
to education of the youth, a training centre 
for young girls and a teachers’ training 
centre, 

HDFC partnered this institution through 
their 'Blind Girls School’ in Kothrud, Pune. 
The school currently provides in-house 
schooling (Std. I - IV) following which, 
the children are transferred to the secondary 
school, also run by the Trust. The Blind 
Girls School also provides a 4-year vocational 


course for young girls who are trained in 
livelihood skills enabling them to become 
economically independent. The school 
manages to get regular orders from nearby 
industries to run this unit. 

HDFC has supported the school by financing 
the purchase of a 'powerloom machine', 
that will enhance the production of bags, 
dusters etc. for the unit, 

VIDYA 

Vidya Integrated Development for Youth 
and Adults (VIDYA) is a Delhi-based NGO, 
which has been running educational and 
community development programmes for 
the last 23 years. Their mission is to educate 
and empower underprivileged women and 
children through integrated methods and 
to bring about a progressive social change. 

A few years ago, VIDYA has expanded its 
operations to Mumbai and Goa, imparting 
literacy and non-formal education, computer 
training and vocational skills training for 
various income-generation activities under 
a project called "Udyogini.” VIDYA - Mumbai 
operates out of the IIT - Powai Campus 
and works in three slum pockets around 
the campus reaching out to over 350 children 
and 200 women. 

The ‘Open Schooling' programme, which 
is a government initiative, enables school 
dropouts to attempt their Std. X and 
Std. XII exams in affiliation with local 
institutions. VIDYA has been running ‘remedial 
classes’ in the IIT - Campus for students 
who have enrolled in the 'Open Schooling’ 
programme and is assisting 120 students 
who attend, their classes every evening, 
VIDYA aims to double this number in the 
coming academic year starting June 2007. 
The classes are also open to children attending 
municipal schools (Std. II to Std. IX) who 
receive tutoring in all subjects with a special 
focus on Mathematics and English. HDFC 
has extended financial support towards 
the operating expenses of the ‘Open 
Schooling’ programme at Mumbai. 


Segment-wise Utilisation for 2006-07 


Research & Policy Initiatives 
10% 


Community Development 
11 % — 


Art & Sports Promotion 
5% 


Infrastructure/IT Support 
14% 



Education 

17% 


Physical Impairement 

1 Health & Medical Services 
13 % 
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NANHI KALI 

A special project of the K. C. Mahindra 
Education Trust, Nanhi Kali aims to universalise 
primary education for the underprivileged 
girl child in India. It is unfortunate that in 
our country the girl child routinely faces 
discrimination, whether at the hands of 
her parents, relatives or society at large, 
She is often considered an economic burden 
on the family, gets neglected and at times 
becomes a victim of exploitation at a very 
early age. The Trust's efforts are rooted 
in the conviction that educating the girl 
child is the most effective way of breaking 
this cycle of neglect and discrimination. 

Nanhi Kali is a participatory project, which 
allows any person (individual or group) 
to sponsor the education of a girl child 
across the country, After carefully checking 
their credentials, the Trust has identified 
25 partner NGOs, which are located in 
various parts of urban and rural India, having 
a strong community presence. These 
organisations ensure that the underprivileged 
girl child gets access to quality primary 
education by attending a local school. In 
addition to primary education being imparted 
to the child, the NGO also ensures that 
the child is provided with textbooks, school 
bags and uniforms. 

Currently, over 12,000 children are covered 
under this project. The Trust aims to increase 
the number of Nanhi Kalis, and expects 
them to blossom into socially responsible 
and mature adults. HDFC partnered with 
The K. C. Mahindra Education Trust to 
adopt 250 Nanhi Kalis in the state of 
Chhattisgarh. 

SAATHI 

Saathi, a decade-old Mumbai-based NGO, 
has evolved over the years from just focusing 
on the teen-aged youth living on the street 
to a learning organisation that has extended 
its competencies to reach out to a wider 
group of vulnerable adolescents. Saathi's 
activities started in 1996, primarily focusing 
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on youth living on the streets and runaway 
adolescent girls by trying to address the 
various issues that are a part of their daily 
struggle. Assistance is offered in the areas 
of health, vocational training, education, 
and psychosocial support and each project 
is undertaken with the recognition of specific 
needs as well as hazards, and the unique 
way in which Saathi can contribute relief. 

With the learning and expertise gained through 
the projects, Saathi has become a leading 
organisation in the coalition efforts to establish 
minimum standards of institutional child¬ 
care in Maharashtra. Saathi also works 
with a community of pavement-dwellers 
in Mumbai, especially in bringing education 
and vocational skills to girls besides 
interventions with children affected by 
communal violence in Ahmedabad. 

HDFC is associated with SAATHI for a youth 
initiative programme that targets street children 
and homeless youth who may earn a certain 
living but have no access to a safe shelter 
or sanitation facilities. The programme works 
out of a day-care centre in Mumbai wherein 
along with basic facilities, Saathi also offers 
medical support, counseling, training and 
a suitable savings scheme. An outreach 
programme has also been initiated to include 
children on railway platforms, bus-shelters, 
subways etc. 

PRAYAS 

Project Prayas is an independent field action 
project undertaken by the Tata Institute 
of Social Sciences in the field of criminal 
justice. Prayas addresses a section of society 
that is both looked down upon and also 
neglected viz. prisoners. The project works 
with and towards the rehabilitation of prisoners 
and other such groups vulnerable to or 
affected by violence and crime. The project 
also offers legal aid for under-trial prisoners 
in Mumbai in collaboration with the 
Government Law College. Prayas has 
completed 17 successful years of re¬ 
integrating this section back into the 
mainstream society. 


From working with one prison in 1990, 
Prayas has impressively grown to working 
with five prisons, eight police stations, railway 
police stations and criminal courts, three 
homes for rescued women and girls, a 
special juvenile home besides operating 
rehabilitation centers, one for men and 
one for women. Prayas has helped in setting 
up balwadis, or creches, within jail premises 
for children of under-trial prisoners. This 
enables mothers to continue nurturing their 
children and breastfeed infants. Working 
inside the prison system soon convinced 
Prayas of the importance of intervention 
all along the criminal justice system. Social 
workers from Prayas sit at police stations 
and work side by side with the police. 
They intervene in cases where their help 
and expertise will benefit the prisoner or 
the victim so as to bring closure to cases, 
largely those involving women, children, 
alcoholics, drug-addicts etc. 

HDFC has been associated with Prayas 
since 1995 and has been extending financial 
assistance to support their programmes 
and activities. During this year too, HDFC 
has provided grant funds towards their 
administrative and operational expenses. 


Running for a cause seems to have become 
a tradition at HDFC. The Marathon fever 
this year was seen across the country with 
participation from our Mumbai, Delhi, 
Bangalore and Pune offices. A total of 
290 HDFCites participated in the 3 Marathons 
held at Delhi, Bangalore and Mumbai aiming 
to raise funds for local charities and NGOs. 

TEAM BANGALORE - It started with a spark 
but ended with a bang. 32 staff from HDFC’s 
Bangalore office including service centers 
took part in the Marathon to support a 
local NGO - Bangalore Oniyavara Seva 
Coota, better known as BOSCO. The aim 
was to use this opportunity to generate 
public awareness on two very relevant issues 
- that of child abuse and child labour. 
BOSCO organised their own team of about 
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40 participants with 10 volunteers and more 
than 30 children in the age group of ID- 
16 years. 

The children, who ran alongside team HDFC, 
wore colourful dresses with banners, balloons 
and drums, dancing to live music all along 
the race. HDFCites were sited in HDFC 
T-Shirts with a printed message “If you 
love your kids, you won’t hire others'.” 

TEAM DELHI- It was a day full of excitement 
and a test of endurance under the sweltering 
heat, as 55 HDFCites from our Delhi office 
geared up to run the 7 km Great Delhi 
Run, held as part of the Hutch Delhi Half 
Marathon - 2006. HDFC ran in support of 
two prominent Delhi - based NGOs - Udayan 
Care and Mobile Creches, both working 
with street children for their betterment 
and welfare. 

HDFC also participated in the four-member 
relay team, comprising of staff that took 
part in the 20 km relay-run with each of 
them running 5 km. 

TEAM MUMBAI & PUNE - This year, the 
Mumbai Marathon saw the participation 
of a record 203 employees from our Mumbai 
and Pune offices. The team participated 
in the 6 km Dream Run in support of two 
NGOs - Mobile Creches, Mumbai (working 
for the rehabilitation of children of labourers 
on construction sites) and Sense India (working 
with children who are deaf and blind). 

ROOF OF TENDER SUPPORT... 

It's a slogan that has been on for decades 
now - Roll, Kapda aur Makan. But a large 
majority of population living below the poverty 
line has been denied these basics. Indian 
and multi-national corporates joined hands 
with Habitat for Humanity (HFH) India, in 
a campaign to tackle poverty housing and 
highlight the importance of providing 
affordable housing to millions in the country. 

This campaign was conceived in the ‘blitz 
build’ style with 100 houses being built 
over a period of just five days beginning 


October 30, 2006 on a site in Patan near 
Lonavla. This project entitled as the 'Jimmy 
Carter Work Project (JCWP)' saw the former 
US President Jimmy Carter work alongside 
hundreds of volunteers and professionals 
to build the homes using cost-effective 
materials and efficient construction methods. 
This is the 23 rd time such an event is taking 
place across the world. 

Not to be left behind were our 200 volunteers 
from the HDFC Mumbai, Pune & Nashik 
offices building side-by-side with 2000+ 
volunteers. most of them having never been 
on a building site before. This experience 
of contributing with hard physical labour' 
exposed the HDFC volunteers to another 
dimension of housing. HDFC had been 
given the responsibility of constructing four 
houses to be completed in five days. It 
was all happening at the site - with 40 
new HDFCites coming in every day and 
with several global celebrities joining the 
building activity. 

The project site was a constant buzz all 
week, as might be expected any time when 
a couple of thousand people from around 
the world gather in one spot to build 100 
houses in a week. An India bazaar was 
open each day, with vendors selling handmade 
crafts, quilts, bags, clothing, pottery and 
jewellery. An enormous food tent was set 
up where volunteers gathered for meals 
and entertainment in the evening. There’s 
simply a lot that went on that week. But 
almost as quickly as it began, it ended. 
Volunteers embraced, exchanged email 
addresses and packed up memories for 
a lifetime. But the end of that week has 
more importantly opened a new chapter 
in the lives of the 100 low-income families 
who are now proud residents of their own 
homes. 

SELF-HELP VIA CREDIT 

KOTTAPURAM INTEGRATED 

DEVELOPMENT SOCIETY 

Kottapuram Integrated Development Society 
(KIDS) is registered as a voluntary organisation 


with its head quarters at Kottapuram and 
has been operating in the central part of 
Kerala since 1987. Its operational area 
comprises four revenue districts, namely, 
Thrissur, Ernakulam, Malappuram and 
Palakkad. KIDS has been rendering its services 
to the society by promoting people's 
organisations such as Swasraya Sangams 
and Mahila Mandals at the village level 
to address socio-economic, political and 
environmental problems faced by the 
community. 

KIDS’ microfinance programme started in 
the year 2000 when they began promoting 
self-help groups (SHGs), each comprising 
20 women members. These served as an 
appropriate delivery channel for various 
programmes and activities of KIDS, 
Subsequently, each Mahila Mandal was 
re-organised to act as an apex body for 
every five SHGs on a neighborhood basis. 
The SHG members meet on a weekly basis 
whereas the Mahila Mandals meet once 
every month in their locality and are 
responsible for implementing KIDS' projects 
so as to ensure that development interventions 
reach the grass-root level. 

As of March 2007, the microfinance 
department at KIDS had formed 3,200 SHGs 
covering 65,000 families, The SHGs are 
provided with training in entrepreneurship 
development and KIDS also equips them 
with livelihood security initiatives. KIDS, 
through its R&D division, has developed 
certain indigenous technologies by which 
screw-pine leaves are used to manufacture 
bags, cushions and other handicraft products, 
Now there is a significant export market 
in this segment and the production centres 
generate direct employment for over 3,000 
women members. By using the abundantly 
available water hyacinth as a raw material, 
several utility products are being manufactured 
such as waste-paper and laundry baskets, 
table-mats, vanity bags etc. 

KIDS first approached HDFC in 1998 for 
a loan of Rs.10 lacs under the Micro-enterprise 
Finance Facility (MFF), with the objective 


125 

www.reportjunction.com 





SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


efforts to help the poor to come out of 
the vicious cycle of poverty and reduce 
the flow of urban migration. Working in 
rural and semi-urban areas, GSGSK has 
been rendering its services in the area of 
sustainable agriculture, participatory 
technology development, fish farming and 
coir sector along with microfinance initiatives, 
which are inter-linked with other development 
interventions. These programmes are delivered 
through over 4,000 SHGs promoted by 
GSGSK at Alappuzha district, covering 80,000 
low-income families. 

HDFC has been associated with GSGSK 
since 2006 in the area of housing microfinance. 
HDFC has sanctioned and disbursed loan 
funds amounting to Rs. 162 lacs for onward 
lending to 300 EWS members of GSGSK. 
This scheme called the 'THANAL PARPPIDA 
PADHATHI" was successfully implemented 
within a period of 10 months. 


proof of permanent and steady income, 
the loan application was rejected. 

During March 2006, we came to know that 
Gandhi Smaraka Grama Seva Kendram is 
launching a housing scheme with the support 
of HDFC and we applied for the same. 
The loan, amounting to Rs. 54,000/- was 
sanctioned within a period of 15 days and 
with the subsequent release of three 
instalments, we could complete the 
construction in three months time. We are 
comfortably repaying the loan with an EMI 
of Rs. 685/- per month and will definitely 
continue the repayment for the entire term 
of 10 years. 

For my children - Vidya (12) and Vijeesh 
(9), the liveable and loveable home has 
provided a platform for enriching their self¬ 
esteem which ultimately helped Vidya 
to become the topper in her studies in 
class VII." 


of providing financial assistance to over 
250 low-income borrowers. The scheme 
was successfully implemented with timely 
repayments at KIDS as well as HDFC. During 
1999, KIDS initiated its housing loan 
programme by availing a loan of Rs. 30 
lacs from HDFC for onward lending to 100 
EWS clients. The Mahila Mandals implemented 
the project through a participatory approach 
including selection of borrowers, supervision 
of construction and making stage-wise 
disbursements. The third line of credit to 
KIDS was for new-construction housing 
and HDFC sanctioned Rs.100 lacs for 200 
borrowers with an average borrowing of 
Rs. 50,000 per client. The implementation 
of this scheme was carried out in four 
tranches and the project has been successfully 
completed in October 2006. 

On 21 s1 February 2007, a delegation from 
KfW, consisting of Mr. Wolfgang Kroh - 
Managing Director, Mr, Uwe Ohls - Senior 
Vice President and Mr. Christian Haas - 
Director, India office visited HDFC funded 
projects of KIDS. The delegates visited 
Koduvally in Ernakulam district and interacted 
with the housing borrowers and then also 
visited the micro-enterprise training centre 
at Menaka, Kottapuram. 

GANDHI SMARAKA GRAMA SEVA 
KENDRAM 

The Gandhi Smaraka Grama Seva Kendram 
(GSGSK), which has now entered its golden 
jubilee year, was established in 1958 and 
got registered as a Society in 1960. Since 
its inception, GSGSK, which is a non-political 
and secular organisation, has been engaged 
in building a new social order - a casteless 
and classless society with equal opportunities 
for development of one and all - in accordance 
with the wishes and aspirations of Mahatma 
Gandhi. 

However, this Gandhian premise, though 
true till date, has undergone a structural 
change over the years. Sixty years of 
independence has witnessed increasing 
incidence of mass migration to cities and 
GSGSK has responded with multi-pronged 


Micro-finance programmes, including micro¬ 
housing are seen as effective means of 
building capital for the poor, who have 
been traditionally marginalised from the 
formal financial sector due to lack of collateral, 
which consequently reinforces their poverty 
and vulnerability. The following case of a 
housing loan client, of GSGSK highlights 
how affordable housing finance has helped 
in improving their liquidity and asset base. 

Voice from Mrs. Chithralekha Vijayan.... 

"We had never dreamt of having a small 
liveable home as our own in the near future. 
My husband is a coir worker and it was 
impossible for us to mobilise the construction 
cost out of the average monthly income 
of Rs. 3000/-. We had been living in a 
dilapidated - thatched hut for the last five 
years. 

We somehow constructed the foundation 
of the house three years back and spent 
Rs. 15,000/-for the same. In order to complete 
the construction, we approached banks 
and other financial institutions for a housing 
loan of Rs. 50,000/-, but due to inadequate 


GRAMEEN KOOTA 

Grameen Koota (GK), which is one of the 
well-established and fast-growing microfinance 
institutions in India, was conceived as a 
project of the T. Muniswamappa Trust in 
1997, inspired by the impact of micro¬ 
credit on the lives of the poor in Bangladesh 
and other developing countries, The Trust 
decided to replicate a similar programme 
in Karnataka and commenced its operations 
in Bangalore rural district in May 1999 with 
the .help of seed capital funding from the 
Grameen Trust, Bangladesh. 

Since this modest beginning, the project 
has grown rapidly in size and stature and 
today GK has an extensive presence 
by way of 50 branch offices spanning 12 
districts cove'ring over 1400 villages with 
a membership base of over 100,000 women. 
GK employs more than 400 staff who together 
manage a loan portfolio of over Rs. 60 
crore covering close to 20,000 joint liability 
groups of poor and acutely poor women 
members. 

The vision of Grameen Koota is to impact 
poverty by bringing all mainstream financial 
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and capacity building services to poor 
households in a sustainable manner, To 
accomplish this GK aims to help poor women 
in both rural areas and urban slums through 
micro-credit so as to enable them to work 
themselves and thereby their families out 
of poverty. This would be possible through 
constant delivery of need-based financial 
services in a cost-effective manner, while 
making their operations financially sustainable. 
GK offers to their clients, income-generation 


loans along with supplementary and 
emergency loans, besides cattle and health 
insurance and other credit-plus services. 

HDFC has been associated with Grameen 
Koota since 2001 when a loan of Rs. 10 
lacs was sanctioned under the Micro-enterprise 
Finance Facility (MFF) to assist 160 low- 
income clients. The scheme was implemented 
successfully and GK exhibited good control 
and credit discipline as an outcome of a 


strong MIS and trained manpower. This was 
followed by a second loan of Rs. 10 lacs 
in 2002 and another loan of Rs. 20 lacs in 
2003, both of which have been repaid in 
full at GK as well as HDFC. The fourth line 
of credit from HDFC was in the amount of 
Rs. 50 lacs covering 1000 EWS borrowers 
disbursed in May 2005. During Financial 
Year 2007, HDFC has sanctioned a term 
loan of Rs. 5 crore of which Rs, 2 crore 
stood disbursed as on March 31, 2007. 
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Secretarial Compliance Certificate 


The Board of Directors 

HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED 


We have examined the registers, records, 
books and papers of Housing Development 
Finance Corporation Limited (HDFC) (the 
Company) having its registered office at 
Ramon House, H T Parekh Marg, 169, Backbay 
Reclamation, Churchgate, Mumbai 400 020 
and having Company Identification Number 
(CIN) L70100MH1977PLC019916, as required 
to be maintained under the Companies 
Act, 1956, (the Act) and the rules made 
thereunder and also the provisions contained 
in the Memorandum and Articles of Association 
of the Company for the period from 
April 1, 2006 to March 31, 2007. In our 
opinion and to the best of our information 
and according to the examinations carried 
out by us and explanations furnished to 
us by the Company, its officers and agents, 
we certify that in respect of the aforesaid 
financial year: 

1. The Company has kept and maintained 
all registers and records as required under 
the provisions of the Act and the Rules 
made thereunder and the entries therein 
have been duly recorded. 

2. The Company has duly filed the forms, 
returns and documents with the Registrar 
of Companies, Maharashtra/Ministry of 
Company Affairs and other authorities as 
required under the Act and the Rules made 
thereunder. 

3. All the requirements relating to the 
meetings of Directors, Committee of Directors 
and Shareholders as well as relating to 
the minutes of the proceedings thereat 
have been complied with. 

4. The Board of Directors of the Company 
is duly constituted and during the financial 


year, Dr. Vijay L. Kelkar has been appointed 
as a special director in terms of Articles 
125 and 126 of Articles of Association of 
the Company. 

5. The Directors of the Company have 
made all the required disclosures under 
Section 299 and 274(1)(g) of the Act. The 
Company has also complied with the 
requirements in pursuance of the disclosure 
made by its Directors. 

6. The issue of capital and securities is 
in conformity with the requirement of the 
Act. The issues of share certificate and 
the transfer and transmission thereof have 
been registered properly. 

7. The Company has obtained all the 
necessary approvals of Directors, Shareholders 
and other authorities as required under 
the Act. 

8. The Company has complied with all 
the provisions of the listing agreements 
with Bombay Stock Exchange Limited and 
National Stock Exchange of India Limited. 

9. During the financial year, the Company 
has increased its authorised share capital 
from Rs. 260 crores to Rs. 275 crores. 

10. The Company has transferred the 
dividend declared on July 18, 2006 to separate 
dividend account on July 19, 2006 and 
all the unpaid unclaimed dividend account 
has been reconciled. 

11. During the year under review, the 
Company has transferred to the Investor 
Education and Protection Fund, dividend 
amounting to Rs. 16,65,490/- that have 
not been claimed by the shareholders for 


the financial year 1998-99 in accordance 
with the provisions of the Act. 

12. The Company has framed an insider 
trading code called 'HDFC - Share Dealing 
Code' on the lines of model code prescribed 
under the SEBI (Prohibition of Insider Trading) 
Regulations, 1992 as amended and the 
same has been implemented during the 
year under review. Mr. Girish V Koliyote, 
Company Secretary acts as the Compliance 
Officer. 

13. The Company has complied with the 
disclosure requirements of SEBI (Substantial 
Acquisition of Shares and Takeovers) 
Regulations, 1997 and SEBI (Prohibition 
of Insider Trading) Regulations, 1992. 

14. The Company is registered with the 
Securities and Exchange Board of India 
(SEBI) as Share Transfer Agent - Category 
II and has connectivity with National Securities 
Depository Limited (NSDL) and Central 
Depository Services (India) Limited (CDSL). 
The Company has complied with SEBI 
(Registrars to an issue and Share Transfer 
Agents) Regulations, 1993. 

15. The Company has complied with the 
provisions of SEBI (Employee Stock Option 
Scheme and Employee Stock Purchase 
Scheme) Guidelines, 1999 during the year 
under review. 


For N. L. Bhatia & Associates 
Company Secretaries 

mumbai, N. L. Bhatia 

April 27, 2007 PCS 1176 CP 422 
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Shareholders' Information 



This section inter alia provides information to the shareholders pertaining to the Corporation, its shareholding pattern, means 
of dissemination of information, service standards, share price movements and such other information as required under point 
no. 9 of Annexure 1C to Clause 49 of the Listing Agreements relating to Corporate Governance. 

Registered Office 

Investor Services Department (ISD) 

Ramon House, 

Tel Rasayan Bhavan, 

H. T. Parekh Marg, 

Gr. Floor, Tilak Road Extn., 

169, Backbay Reclamation, 

Opp. BEST Workshop Gate No. 4, 

Churchgate, Mumbai 400 020. 

Dadar T.T., Dadar (E), Mumbai 400 014. 

Tel. Nos. : 22-2283 6255, 2282 0282 

Tel. Nos.: 22-2414 6267/68 

Fax Nos. : 22-2204 6758, 2281 1203 

Fax No. : 22-2414 7301 

Email : investorcare@hdfc.com 

Email : investorcare@hdfc.com 


30th Annual General Meeting (AGM) 

Day/Date : Wednesday, June 27, 2007 
Time : 3.00 p.m. 

Venue • : Birla Matushri Sabhagar, 19, Marine Lines, Mumbai 400 020. 

Book Closure 

The register of members and share transfer books of the Corporation will remain closed from Thursday, June 14, 2007 to 
Wednesday, June 27, 2007 (both days inclusive). 

Payment of Dividend 

The Board of Directors of the Corporation has recommended payment of dividend of 220% (Rs. 22 per share), for the financial 
year ended March 31, 2007, for approval of the shareholders at the AGM. [Previous Year 200% (Rs. 20 per share)]. 

Dividend entitlement is as follows — 

(i) For shares held in physical form: shareholders whose names appear on the register of members of the Corporation as at the 
close of business hours on Wednesday, June 13, 2007. 

(ii) For shares held in electronic form: beneficial owners whose names appear in the statements of beneficial position furnished 
by National Securities Depository Ltd. (NSDL) and Central Depository Services (India) Ltd. (CDSL) as at the close of 
business hours on Wednesday, June 13, 2007. 

As is the practice, the dividend, if declared at the AGM, will be dispatched/remitted commencing from the day after the AGM. 


Financial Calendar for the Year 2007-08 

The tentative schedule for holding meetings of the Audit Committee of Directors/Board of Directors and the 31st Annual General 
Meeting is as under: 


Nature of meeting 

Purpose 

Probable date 

Audit Committee / Board Meeting 

To review and approve the un-audited financial results for the 
quarter ending June 30, 2007, subject to limited review by the 
auditors. 

During third week of 

July 2007 

Audit Committee / Board Meeting 

To review and approve the un-audited financial results for 
the quarter / half-year ending September 30, 2007, subject 
to limited review by the auditors. 

During third week of 
October 2007 

Audit Committee / Board Meeting 

To review and approve the un-audited financial results for the 
quarter / nine months ending December 31, 2007, subject to 
limited review by the auditors. 

During fourth week of 
January 2008 

Board Meeting 

To review the budgets and issues relating to corporate 
governance. 

During last week of 
March 2008 

Audit Committee / Board Meeting 

To review and approve the audited financial results for the 
financial year endinq March 31, 2008. 

During second week of 
May 2008 

Audit Committee / Board Meeting 

To review and approve the un-audited financial results for 
the quarter ending June 30, 2008, subject to limited review 
by the auditors. 

During third week of 

July 2008 

31 st Annual General Meeting 

Adoption of annual accounts, declaration of dividend, re-appointment 
of directors, appointment of auditors etc. 
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Listing on Stock Exchanges 
Equity Shares 

The equity shares of the Corporation are listed on the following stock exchanges and are tradable on all recognised stock 
exchanges in India: 


Bombay Stock Exchange Limited (BSE) 

National Stock Exchange of India Limited (NSE) 

Rotunda Building, 

Exchange Plaza, 

P J Towers, 

Bandra-Kurla Complex, 

Dalai Street, Fort, 

Bandra (East), 

Mumbai 400 001. 

Mumbai 400 051. 

Tel. Nos. : 22-2272 1233/34 

Tel. No. 

: 22-2659 8190 

Fax Nos. : 22-2272 1072/3121 

Fax No. 

: 22-2659 8191 

Email : listing@bseindia.com 

Email 

: ignse@nse.co.in 

Website www.bseindia.com 

Website 

: www.nseindia.com 

Stock Exchange Codes: 

Reuters Codes: 

Bloomberg Codes: 

BSE - 500010 

BSE - HDFC.BO 

BSE - HDFC 

NSE - HDFC EQ 

NSE - HDFC.NS 

NSE - NHDFC 


ISIN: INE001A01028 

Foreign Currency Convertible Bonds (FCCB) 

The Zero Coupon Foreign Currency Convertible Bonds due 2010 aggregating to USD 500 Million are listed on: 

Singapore Exchange Securities Trading Limited (SGX-ST) 

2, Shenton Way, 

#19-00 - SGX Centre 1, 

Singapore 068804. 

Tel. No. : 0065-6236 8888 
Fax No. : 0065-6535 6994 
Email : webmaster@sgx.com 
Website : www.sgx.com 
ISIN : XS0228712856 

Listing Fees 

The listing fees payable to BSE and NSE for the financial year 2007-08 and to SGX-ST for the year 2007, have been paid within 
the prescribed time limit. 

Investor Services Department (ISD) 

“It is our endeavor to engage the best talent, adopt the best practices and make use of the best available technology for the 
benefit of our valued stakeholders.” 

HDFC’s in-house Investor Services Department (ISD) is registered with the Securities and Exchange Board of India (SEBI) as an 
in-house Share Transfer Agent - Category II and has connectivity with both the Depositories viz. NSDL and CDSL. The ISD has 
dedicated and well trained staff to cater to the expectations of over ninety-one thousand shareholders with a market capitalisation 
of Rs. 38,466 crores and 1,327 debenture holders with a portfolio of Rs. 19,856 crores (as at March 31, 2007). 

The ISD offers services pertaining to share transfers, transmissions, dematerialisation of shares, issue of duplicate/re-validated 
dividend warrants, issue of duplicate/replaced share certificates, change of address, nomination facility and other related matters 
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apart from facilitating various' value added services like remittance of dividend through Electronic Clearing Service (ECS) and 
Direct Credit Service (DCS), and issuing periodic reminders for encashment of unclaimed dividends and sub-division of old share 
certificates. 

Shareholders may send their request for any of the aforesaid services (except request for dematerialisation of shares and post 
demat services) to the ISD or the Registered Office of the Corporation. 

Share Transfer System 

The Board of Directors of the Corporation has constituted a Share Transfer Committee (STC) comprising of executive directors of 
the Corporation, inter alia to ratify transfer, transmission, dematerialisation of shares/debentures and to approve issue of duplicate 
share certificates, from time to time. 

The board has delegated the authority to approve transfer, transmission, dematerialisation of shares/debentures to Investor 
Services Committee (ISC) comprising of the company secretary and other senior personnel of the secretarial department so as to 
ensure that the services are rendered as per the standard operating procedures and within the adopted service standards. The 
ISC has also been authorised to issue replaced, split and consolidated share certificates and to recommend the issue of 
duplicate.share certificates. A statement of transactions approved/ratified by the STC,is tabled at the subsequent meeting of the 
board for ratification/noting, 

Service Standards 


HDFC is committed to provide effective and prompt service to its investors. The ISC has been entrusted with the responsibility of 
ensuring that services are rendered within the adopted service standards. Listed below are the service standards adopted and 
adhered to by the Corporation, 


Nature of Service** 

Mode of rece 

ipt of request 

Through post* 

Over the counter 

Transfer of shares 

5 days 

15 mins 

Transmission of shares/Deletion of name 

5 days 

15 mins 

Transposition of names 

5 days 

15 mins 

Issue of duplicate share certificate(s) 

30 days 

- 

Sub-division of share(s) 

3 days 

15 mins 

Split/Replacement/Consolidation of share certificate(s) 

3 days 

15 mins 

Dematerialisation of share certificate(s) 

10 days 

- 

Rematerialisation of share(s) 

10 days 

- 

Issue of duplicate/re-validated dividend warrant(s) 

3 days 

20 mins 

Change of address/ECS/Bank details 

3 days 

20 mins 


* days refers to working days ** subject to receipt of valid documents at ISD 


For availing any of the aforementioned services, shareholders may contact the ISD. The Corporation has designated an exclusive 
e-mail ID viz, investorcare@hdfc.com which would enable investors to post their grievance and also monitor its redressal. 

Legal Proceedings 

Presently, the Corporation is defending three legal cases filed by the shareholders relating to dispute over title to shares. The 
Corporation is not in agreement with the claims made by the said shareholders and these cases are not material in nature. 
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As at March 31, 2007, there is no litigation against the Corporation or any of its executive directors, for any of the alleged 
offences under the enactments specified in Paragraph I of Part I of Schedule XIII to the Companies Act, 1956. 

Investors’ Grievances 


During the year under review, the Corporation received 4 correspondence in the nature of complaints regarding non-receipt of 
rematerialised share certificates, dematerialisation of share certificates and loss of share certificates. The details of correspondence 
in the nature of complaints received and redressed during the last three financial years are as under: 


Received from 

No. of complaints received 

No. of " 

complaints 



2004-05 

2005-06 

2006-07 

unresolved as on 
March 31, 2007 

Stock Exchanges and SEBI 

2 

9 

i 

Nil 

NHB, RBI, MCA and others 

5 

3 

3 

Nil 

Directly received from investors relating to: 





1 . 

Non-receipt of share certificates 

2 

Nil 

Nil 

Nil 

2. 

Non-receipt of sub-divided shares 

Nil 

Nil 

Nil 

Nil 

3. 

Delay in dematerialisation of shares 

1 • 

Nil 

Nil 

Nil 

4. 

Non-receipt of dividend warrants 

1 

Nil 

Nil 

Nil 

5. 

Non-receipt of annual reports 

Nil 

Nil 

Nil 

Nil 

6. 

Non-receipt of bonus shares 

Nil 

Nil 

Nil 

Nil 

Total No. of comDlaints received 

11 

12 

4 








Total No. of complaints redressed 

11 

12 

4 

— 


The Corporation has redressed the complaints received from the investors within the adopted service standards and no complaint 
was unresolved as on March 31, 2007. 

Compliance 

During the year under review, the Corporation has complied with the applicable provisions, filed the prescribed returns/forms and 
made disclosures in accordance with the relevant provisions of the Companies Act, 1956 and the rules framed thereunder, SEBI 
Act, 1992 and the rules, regulations and guidelines issued by SEBI and the listing agreements. In this connection, compliance 
certificate issued by Messrs N. L. Bhatia & Associates, Company Secretaries is given elsewhere in the annual report. 

Control of Corporation 

The Corporation is neither owned nor controlled, directly or indirectly, by any person, entity or government and does not owe 
allegiance to any promoter or promoter group. The Corporation does not have any arrangement, the operation of which might 
directly result in change in control of the Corporation and/or to the best of its knowledge and awareness the Corporation does 
not have any arrangement, the operation or consequence of which might indirectly result in change in control of the Corporation. 

Voting Rights 

All the shares issued by the Corporation carry equal voting rights. Generally, matters at the general meetings are decided by a 
show of hands in the first instance. Voting by show of hands operates on the principle of “One Member-One Vote”. If majority of 
shareholders raise their hands in favour of a particular resolution, it is taken as passed, unless a poll is demanded. 

Since the fundamental voting principle in a company is “One Share-One Vote", if demanded, voting takes place by a poll. On a 
poll being taken, the decision arrived by poll is final, overruling any decision taken on a show of hands. No poll has been 
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demanded in any general meeting of the Corporation till date. No business has been transacted at any general meeting, 
requiring postal ballot. 

Website 

Online/real time information regarding the Corporation can be accessed at its website, www.hdfc.com. 

The 'Investors’ Desk' section on the website of the Corporation provides online information regarding the performance of the 
Corporation, share ownership details, disclosures made to stock exchanges on an ongoing basis and answers to frequently 
asked questions etc, Currently, the Investors' Desk contains the following information: 

• Introduction/Essentials; 

• Service Standards; 

• Presentations made to Analysts; 

• Quarterly/Half-yearly/Annual Financial Results; 

• Shareholding pattern for the last six months in addition to quarterly shareholding patterns; 

» Unclaimed Dividend; 

• Notices issued in respect of board meetings/AGM, book closure/record dates fixed for payment of dividend, payment of 
interest/redemption of non-convertible debentures and loss of share certificates; 

• Information about shares viz., share capital history, stock market data etc.; 

• Listing details with links to BSE and NSE websites and other useful websites; 

• Frequently Asked Questions (FAQs) with necessary forms, 

The ‘Corporate Governance’ section on the website of the Corporation provides online information regarding the financial calendar, 
report on corporate governance for the financial year 2006-07 and updates on board/committee meetings. 

Distribution of Shareholding 


Shares held by different categories of shareholders and according to the size of holdings as also city-wise distribution of 
shareholding, as of April 27, 2007, are given below: 

According to Category: 


Category 

No. of 
shareholders 

Shares held in 
physical form 

Shares held in 
demateriallsed form 

Total No. of 
shares held 

% to 
capital 

Shareholding Pattern 

(as on April 27, 2007) 

Hlfe: 

Category (%) 

■ Resident Individuals 13.07 

Foreign institutional Investors (Fils) 68.81 

H Foreign Direct Investment 10-43 

■ Insurance Companies 4.26 

H Domestic Companies t.62 

SB Mutual Funds 1.60 

■ Banks 0.02 

H Non-Resident Indians tN«s)& 

Overseas Corporate Bodies (OCBs) 0.16 

■ Clearing Members 0.03 

Resident Individuals 

88,712 

71,74,630 

2,59,00,639 

3,30,75,269 

13.07 

Foreign Institutional 
Investors (Fils) 

463 

0 

17,40,90,364 

17,40,90,364 

68.81' 

Foreign Direct 
Investment 

8 

0 

2,63,92,480 

2,63,92,480 

10.43 

Insurance Companies 

33 

100 

1,07,76,665 

1,07,76,765 

4.26 

Domestic Companies 

1,082 

1,57,082 

39,35,176 

40,92,258 

1.62 

Mutual Funds 

98 

1,350 

40,55,628 

40,56,978 

1.60 

Banks 

44 

3,940 

39,566 

43,506 

0.02 

Non-Resident Indians 
(NRIs) & Overseas 
Corporate Bodies 
(OCBs) 

791 

8,010 

4,00,615 

4,08,625 

0.16 

Clearing Members 
(in the depository) 

153 

0 

70,362 

70,362 

0.03 

Total 

91,384 

73,45,112 

24,56,61,495 

25,30,06,607 

100.00 


mm 
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According to Size: 


No. of 
shares held 

Shares held In 
physical form 

Shares held in 
dematerialised form 

Total 

No. of 
shareholders 

No. of 
shares 

No. of 
shareholders 

No. of 
shares 

No. of 
shareholders 

No. of 
shares 

% to 
capital 

Upto 100 

6,492 

4,38,764 

29,960 

12,64,970 

36,452 

17,03,734 

0.67 

101-500 

15,267 

44,25,534 

28,410 

80,65,324 

43,677 

1,24,90,858 

4.94 

501-1,000 

1,977 

13,75,935 

4,925 

35,51,150 

6,902 

49,27,085 

1,95 

1,001-2,500 

379 

5,74,604 

2,081 

31,94,858 

2,460 

37,69,462 

1.49 

2,501-5,000 

46 

1,64,325 

698 

24,71,587 

744 

26,35,912 

1.04 

5,001-10,000 

21 

1,34,480 

411 

29,11,149 

432 

30,45,629 

1,20 

10,001-50,000 

12 

2,31,470 

366 

82,78,280 

378 

85,09,750 

3.36 

50,001-1,00,000 

0 

0 

109 

79,29,732 

109 

79,29,732 

3.13 

1,00,001 and above 

0 

0 

230 

20,79,94,445 

230 

20,79,94,445 

82.22 

Total 

24,194 

73,45,112 

67,190 

24,56,61,495 

91,384 

25,30,06,607 

100.00 


According to Location: 


City* 

No. of shareholders 

% to total shareholders 

No. of shares 

% to capital 

Mumbai 

31,778 

34.77 

22,99,55,246 

90.89 

Pune 

5,814 

6.36 

19,74,618 

0.78 

Ahmedabad 

4,646 

5.08 

14,43,997 

0.57 

New Delhi 

4,478 

4,90 

28,37,875 

1.12 

Bangalore 

4,036 

4.42 

25,40,395 

1.00 

Chennai 

3,914 

4.28 

20,23,205 

0.80 

Kolkata 

3,298 

3.61 

22,84,972 

0.90 

Vadodara 

2,970 

3.25 

9,10,353 

0.36 

Hyderabad 

1,726 

1.89 

5,96,492 

0.24 

Surat 

901 

0.99 

2,03,231 

0.08 

Other cities 

27,823 

30.45 

82,36,223 

3.26 

Total 

91,384 

100.00 

25,30,06,607 

100.00 


* In case of Fils, NRIs, OCBs & Foreign Investors who have invested directly under the FDI route, their address in India has been 
considered. 
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Major Shareholders 

Details of shareholders holding more than 1% of the paid-up share capital of the Corporation as on April 27, 2007 are given 
below: 


Sr. No. 

Name of shareholder 

No. of shares 

% to capital 

i 

Citigroup Strategic Holdings Mauritius Ltd. 

2,31,43,941 

9.15 

2 

CLSA Merchant Bankers Ltd. A/c CLSA (Mauritius) Ltd. 

1,24,50,000 

4.92 

3 

UBS Securities Asia Ltd. A/c Swiss Finance Corporation (Mauritius) Ltd. 

99,42,450 

3.93 

4 

Calyon 

83,32,703 

3.29 

5 

Citigroup Holdings Mauritius Ltd. 

74,77,620 

2.96 

6 

Europacific Growth Fund 

65,71,846 

2.60 

7 

Crown Capital Ltd. 

64,19,663 

2.54 

8 

Merrill Lynch Capital Markets Espana S.A.S.V. 

53, 

04,551 

2.10 

9 

Aberdeen Asset Managers Ltd. A/c Aberdeen International India 

Opportunities Fund (Mauritius) Ltd. 

49,20,000 

1.94 

10 

J. R Morgan Asset Management (Europe) S.A.R.L. A/c Flagship Indian 

Investment Company (Mauritius) Ltd. 

48,75,200 

1.93 

11 

Oppenheimer Funds Inc. A/c Oppenheimer Developing Markets Fund 

43,39,100 

1.72 

12 

J. P. Morgan Asset Management (Europe) S.A.R.L. A/c JP Morgan 

Funds - Emerging Markets Equity Fund 

39,26,386 

1.55 

13 

Templeton Investment Counsel, LLC A/c Templeton Foreign Equity 

Series ( A Series of Templeton Institutional Fund, Inc.) 

36,68,470 

1.45 

14 

Federated Kaufmann Fund 

' 33,53,100 

1.33 

15 

Aberdeen Asset Managers Ltd. A/c Aberdeen Global - Asia Pacific Fund < 

28,50,575 

1.13 

16 

Life Insurance Corporation of India 

27,25,609 

1.08 

17 

General Insurance Corporation of India 

25,51,085 

1.01 


135 

www.reportjunction.com 
























SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


. wf-sfl;... .. :. . " .*. 


Stock Market Price Data 

The monthly high and low price and the volume of shares traded on the BSE and NSE during the financial year 2006-07 are as 
under: 



BSE 

NSE 

Month 

High 

Low 

No. of shares 

High 

Low 

No. of shares 


(Rs.) 

(Rs.) 

traded 

(Rs.) 

(Rs.) 

traded 

April-06- 

1,377.00 

1,222.20 

32,40,863 

1,379.00 

1,205.20 

83,86,479 

May-06 

1,420.15 

1,070.00 

32,95,849 

1,420.20 

1,075.00 

1,23,76,811 

June-06 

1,235.00 

962.00 

1,19,31,790 

1,235.00 

962.00 

1,29,41,818 

July-06 . 

1,249.00 

1,040.00 

13,20,541 

1,249.00 

1,041.00 

69,33,532 

August-06 

1,322.00 

1,162.10 

11,57,210 

1,334.50 

1,160.20 

55,88,337 

September-06 

1,541.00 

1,293.00 

12,46,096 

1,540.00 

1,290.35 

67,70,209 

October-06 

1,552.00 

1,383.00 

. 16,87,847 

1,737.40 

1,385.00 

85,47,505 

November-06 

1,701.00 

1,420.00 

92,21,770 

1,704.00 

1,380.00 

1,19,61,196 

December-06 

1,660.00 

1,476.00 

32,14,503 

1,660.00 

1,455.25 

81,43,156 

January-07 

1,704.50 

1,516.00 

31,98,216 

1,704.70 

1,514.30 

78,02,665 

February-07 

1,825.00 

1,440.25 

17,69,084 

1,828.00 

1,447.00 

98,51,218 

March-07 

1,615.00 

1,470.00 

16,37,112 

1,615.00 

1,470.00 

76,99,038 
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HDFC share price versus the BSE-Sensex 



HDFC - Share Price -BSE-Sensex 


HDFC share price versus the NSE-Nitty 



HDFC - Share Price -NSE-Nifty 


Capital Appreciation 

The following table shows the opening price of HDFC equity share as quoted on the BSE, on the first trading day of every 
financial year since 1997 (adjusted to the face value of Rs. 10 per share and issue of bonus shares in the ratio of 1:1) and 
BSE-Sensex and NSE-Nifty on the said dates. 


137 

www.reportjunction.com 

















SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 


Date 

HDFC Share Price 

<*«•) 

%of 

appreciation 

BSE- 

Sensex 

.iiiiilill 

% of 

appreciation 

NSE • Nitty 

%of 

appreciation 

April 1, 1997 

139.00 

964.75 

3,339.47 

283.65 

931.95 

309.89 

April 1, 1998 

161.50 

816.41 

3,901.44 

228.39 

1,117.15 

241.94 

April 1, 1999 

114.70 

1,190.32 

3,750.22 

241.63 

1,082.55 

252.87 

April 3, 2000 

205.95 

618.62 

5,070.50 

152.68 

1,528.70 

149.89 

April 2, 2001 

266.50 

455.35 

3,491.41 

266.96 

1,148.10 

232.72 

April 1, 2002 

342.50 

332.12 

3,482.94 

267.85 

1,129.85 

238.10 

April 1, 2003 

330.50 

347.81 

3,037.54 

321.79 

977.40 

290.83 

April 1, 2004 

645.00 

129.46 

5,599.12 

128.82 

1,771.45 

115.64 

April 1, 2005 

746.30 

98.31 

6,506.60 

96.91 

2,035.90 

87.63 

April 3, 2006 

1,340.00 

10.45 

11,342.96 

12.95 

3,403.15 

12.25 

April 2, 2007 

1,480.00 


12,811.93 


3,820.00 



From the above table it can be deduced that: 


• Price of HDFC share has appreciated by 964.75%, compared to appreciation of 283.65% in BSE - Sensex and 309.89% in 
NSE - Nifty; 


• An investment of Rs. 2,780 made on April 1, 1997 in the equity share of HDFC has appreciated to Rs. 29,600 on April 2, 
2007. Further the investor has earned Rs. 1,890 by way of dividend on the said investment. 

Equity History 


Particulars 

No. of shares issued 
(of Rs. 10 each) 

Year/date of issue 

initial Issue 

1.00.00.000 

1978 

Public cum Riahts Issue 

1.00.00.000 

1987 

Public cum Riahts Issue 

2.50,00.000 

1990 

Riahts Issue of Fully Convertible Debenture 

4.72,50,000 

1992 

Private Placement to Financial Institutions 

90.00.000 

1993 

Private Placement to Foreign Investors 

1.78,64,000 

1995 

Allotment under ESOS 

28,46,713 

Between March 2001 
and November 2002 

Bonus Issue (1:1) 

12,19.60,713 

December 30. 2002 

Allotment under ESOS 

26,95,695 

Between January 2003 
and March 2004 

Allotment under ESOS 

25,03,611 

Between April 2004 
and March 2005 

Allotment under ESOS 

4,43,201 

Between April 2005 
and March 2006 

Allotment under ESOS 

34,42,674 

Between April 2006 
and March 2007 

Total 

25,30,06,607 



Market Capitalisation 

(Rs. in Cfores) 



Paid*up sham capital Rs. 253 crores 
(25,30,06,607 equity shares of Rs. 10 each) 


Note: The face value of the equity shares of the Corporation was sub-divided from 
Rs. 100 to Rs. 10 with effect from August 25, 1999. 
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Thirtieth Annual Report 2006-07 



Dematerialisation of Shares and Liquidity 

The equity share of the Corporation is in the list of scrips specified by SEBI to be compulsorily traded in the dematerialised form. 
As on April 27, 2007, 97,10% of the issued and paid-up equity share capital is held in dematerialised form and the balance 
2.90% is held by 24,194 shareholders in physical form. 


Book Value Per Share 

(Rupees) 



HI Book Value Per Share 

HI Book Value including appreciation 
in the value of listed investments 

Face value: Rs. 10 per equity share 


Earnings Per Share 

(Rupees) 


70 



2005 2006 2007 


Face value: Rs. 10 per equity share 


Return on Equity 

(%) 



OTHER IMPORTANT INFORMATION 
Nomination Facility 

Every shareholder in a company may at any time, nominate in the prescribed manner, a person to whom his shares in the 
company shall vest in the event of his death. Nomination can be made by individual shareholders holding shares either singly or 
jointly. If the shares are held jointly, all the holders may jointly nominate an individual person as their nominee. Nomination 
stands automatically rescinded on transfer/dematerialisation of shares. 

Shareholders holding shares in single name are requested to nominate a person of their choice by submitting the prescribed 
nomination form i.e., Form 2B, in duplicate, to the ISD. Shareholders holding shares in demat form are requested to contact their 
Depository Participant (DP). 

Unclaimed Dividend 

Dividends not encashed or claimed, within seven years from the date of its transfer to the unpaid dividend account, will, in terms 
of the provisions of Section 205A of the Companies Act, 1956, be transferred to the Investor Education and Protection Fund 
(IEPF) established by the Government. In terms of the provisions of Section 205C of the Companies Act, 1956, no claim shall lie 
against the Corporation or the said Fund after the said transfer. 

The Corporation at regular intervals has individually intimated/contacted the concerned shareholders regarding the non-encashment 
of their dividend warrants. Despite these reminders, there are few shareholders who have not yet claimed their dividends. The 
due dates for transfer of unclaimed dividend amount to IEPF is as under: 
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Particulars 

Unclaimed dividend 
as on March 31, 2007 
(Ra.) 

Unclaimed dividend 

as % to total dividend 

Date of 

declaration 

Due date for 

transfer to IEPF 

Interim Dividend 1999-2000 

20,17,385 

0.19 

May 8, 2000 

June 25, 2007 

Dividend 2000-01 

25,66,358 J 

0.17 

July 17, 2001 

August 22, 2008 

Dividend 2001-02 

46,67,782 

0.18 

July 25, 2002 

August 30, 2009 

Dividend 2002-03 

53,36,639 

0.20 

July 18, 2003 

August 23, 2010 

Dividend 2003-04 

75,90,732 

0.23 

July 19, 2004 

August 24, 2011 

Dividend 2004-05 

1,12,58,760 

0.27 

July 15, 2005 

August 22, 2012 

Dividend 2005-06 

1,49,93,640 

0.30 

. July 18, 2006 

August 24, 2013 


During the year, the Corporation has transferred Rs. 16,65,490 to IEPF being unclaimed dividend in respect of the financial year 
1998-99, Unclaimed dividend in respect of Special Millennium (Interim) Dividend for the financial year 1999-2000, 
amounting to Rs. 25,08,230 will be transferred to IEPF within the prescribed time. 


Sub-Division 

Shareholders who have not yet surrendered their old share certificates [Face value - Rs. 100 each] in exchange of the new share 
certificates [Face value - Rs. 10 each] are requested to contact the ISD, at the earliest. 

The sub-divided share certificates will be exchanged on receipt of an application in writing duly signed by all the member(s) and 
subject to their signature verification. 

Issue of Duplicate Dividend Warrants 

A duplicate dividend warrant can be issued only after the expiry of the validity period of the original warrant. In case the original 
instrument is not tendered to the Corporation, such duplicate warrant will be issued after the receipt of an undertaking from the 
shareholder. 

Particulars of Bank Account 

Shareholders holding shares in physical form are requested to furnish particulars of their bank account directly to the ISD for 
incorporation of the same on the dividend warrants in order to prevent fraudulent encashment of warrants. Shareholders holding 
shares in electronic form are requested to furnish their bank account particulars to their DPs only. 

Electronic Clearing Service (ECS) 

Under this system of payment of dividend, the shareholders get the credit of dividend directly in their designated bank account. 
This ensures direct and immediate credit with no chance of loss of warrant in transit. Presently, HDFC is able to offer ECS facility 
to shareholders having bank accounts at any of the bank branches located at Ahmedabad, Bangalore, Bhubaneswar, Chandigarh, 
Chennai, Delhi, Guwahati, Hyderabad, Jaipur, Kanpur, Kolkata, Mumbai, Nagpur, Patna, Pune and Thiruvananthapuram. 

Shareholders holding shares in physical form and desirous of availing ECS facility are requested to furnish particulars of their 
bank account (including 9 digit MICR code) to the Corporation and such particulars in respect of shares held in electronic form 
should be furnished to their respective DPs. 

ECS in case of shares held in Electronic Form 

The statements of beneficial ownership furnished by NSDL and CDSL for the purpose of payment of dividend inter alia includes 
the names, addresses, bank account particulars, 9 digit MICR code of the beneficial owners. 
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The Corporation will arrange to remit the dividend through ECS, to those beneficial owners whose 9 digit MICR code is available 
and if the said MICR code pertains to a bank branch located at any of the cities mentioned above. 

In view of the above, shareholders holding shares in electronic form and who wish to avail the facility of ECS, are requested to 
inform the 9 digit MICR code of the bank account for dividend purpose to their DPs. 

After remittance of dividend amount through ECS, a confirmation will be sent to the concerned shareholders. 

Direct Credit System (DCS) 

Under DCS, the dividend amount in respect of shareholders maintaining bank account with HDFC Bank Ltd. will be credited 
directly to their respective bank accounts. After such credit, the Corporation will intimate the shareholders accordingly. 

Folio Consolidation 

Shareholders holding shares under more than one folio are requested to write to the ISD to consolidate their folios. In case of 
joint holdings even if the order of names are different, shareholders can have them transposed without payment of stamp duty by 
sending a request letter duly signed by all the holders. Share certificates in respect of shares held under a single folio, can also 
be consolidated into one certificate, which will facilitate safekeeping and save cost at'the time of dematerialisation. 
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If you need any assistance, please walk in or call any of our offices to experience the warmth, 
courtesy and professionalism of HDFC. 

REGISTERED OFFICE: Mumbai 400 020. Tel: 66316000, 22820282 

BRANCH OFFICES: 

AGRA Tel: 2526769/70, (Working Days & Hours: Mon to Fri; 10 am to 6 pm & Sat; 10 am to 1 pm) AHMEDABAD (Navrangpura) Tel: 66307000. 
AHMEDABAD (Maninagar) Tel: 25450081/2. (Working Days & Hours: Mon to Fri; 10.30 am to 5.30 pm & Sat; 10.30 am to 2.00 pm) AHMEDABAD 
(Satellite) Tel: 26933611/2. (Working Days & Hours: Mon to Fri; 10.30 am to 5.30 pm & Sat; 10.30 am to 2.00 pm) AHMEDNAGAR Tel: 
2320818/9, (Working Days & Hours: Mon to Fri; 10.30 am to 6.30 pm & Sat; 10.30 am to 1.30 pm) AJMER Tel: 2624994/2433392. AKOLA Tel: 
2442454, 2430244. ALWAR Tel: 2702739. ALLAHABAD Tel: 3297506, 2260325. (Working Days & Hours: Mon to Fri; 9.30 am to 5.15 pm, Sat; 
9.30 am to 1.30 pm) AMBALA Tel: 2630880, 2630711. (Working Days & Hours: Mon to Fri; 9.30 am to 5.30 pm) AMRAVATI Tel: 2666009/987. 
AMRITSAR Tel: 5010512, 2500851. ANAND Tel: 255514/7. ANKLESHWAR Tel: 227771/2. (Working Days & Hours: Mon to Fri; 11 am to 7 pm) 
AURANGABAD (Jalna Road) Tel: 2349300/9500. BANGALORE (Kasturba Road) Tel: 41183000, 41183232. BANGALORE (Jayanagar) Tel: 
26544471, (Working Days & Hours: Mon to Fri; 10 am to 6 pm; Sat: 10 am to 1 pm) BANGALORE (Koramangala) Tel: 41101621. (Working 
Days & Hours: Mon to Fri; 11 am to 6.30 pm & Sat; 10 am to 1 pm) BANGALORE (Basaveswaranagar) Tel: 23584222/333, (Working Days & 
Hours: Mon to Fri; 10.15 am to 5.30 pm; Sat: 10.15 am to 1.30 pm) BANGALORE (Electronic City) Tel: 9900180599, 9900170600, (Working 
Days & Hours: Mon to Fri; 10 am to 5.15 pm) BAREILLY Tel: 3292008. BHARUCH Tel: 245245/6. BHATINDA Tel: 5012218-19. (Working Days 
& Hours: Mon to Fri: 9.30 am to 5.30 pm & Sat: 10 am to 1 pm) BHILAI Tel: 5040840/1. (Working Days & Hours: Mon, Tue & Fri; 9.30 am to 
5.15 pm) BHIWADI Tel: 512739, 512849, BHOPAL (MP Nagar) Tel: 9826020006, 5277772, 5273330. BHOPAL (Kamla Bhawan) Tel: 5229990, 
(Working Days & Hours: Mon to Fri; 12 noon to 6 pm) BHILWARA Tel: 232902. BHUBANESWAR Tel: 6532020, 2534335, 2534555. BILASPUR 
Tel: 500707, 500210, BULDHANA Tel: 246301/2. CAUCVJT Tel: 2367656]?; (Working Days & Hours'. Won To Frv, \\ am to 7 pm) CHANDIGARH 
Tel: 3989123, 3011300. CHANDRAPUR Tel: 271563-5. CHENNAI (Anna Salai) Tel: 28599300. CHENNAI (Adyar) Tel: 23452000/1/2. (Working 
Days & Hours: Mon, Wed to Sat: 11 am to 7 pm) CHENNAI (Anna Nagar) Tel: 23451998/9. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) 
CHENNAI (Kodambakkam) Tel: 24815656, 24815005. (Working Days & Hours: Mon to Fri; 11 am to 7 pm & Sat. 10 am to 2 pm) CHENNAI 
(Tambaram) Tel: 22264122/33. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) CHENNAI (Velacherry) Tel: 22435571. (Working Days & 
Hours: Tue to Sat; 11 am to 7 pm) CHIDAMBARAM Tel: 222810 /II. CHIPLUN Tel: 250035/6. (Working Days & Hours: Tue to Sat; 10 am to 6 
pm) COIMBATORE (Kamaraj Road) Tel: 4301100. COIMBATORE (NSR Road) Tel: 4399881/2. (Working Hours: Mon to Fri; 11 am to 7 pm & 
Sat 10 am to 2 pm) CUTTACK Tel: 2332061, 2332093. DEHRADUN Tel: 3296500, 2742219 / 31. (Working Hours: Mon to Fri; 9.30 am to 5.15 
pm & Sat; 9,30 am to 1.30 pm) DEWAS Tel: 254550, 504285. (Working Days & Hours: Mon to Thu; 9.30 am to 5.15 pm) DHULE Tel: 273500. 
DURGAPUR Tel: 2549778. ERODE Tel: 2240928/29/30. FARIDABAD Tel: 226912/6. (Working Days & Hours: Mon; 11 am to 2 pm & Tue to Sat; 
11 am to 7 pm) GANDHIDHAM Tel: 228704 / 5. (Working Days & Hours: Mon to Fri; 10.30 am to 6.15 pm & Sat 11.00 am to 1.15 pm) 
GHAZIABAD Tel: 2721446, 2723116. (Working Days & Hours: Mon; 11 am to 2 pm; Tue to Sat ; 11 am to 7 pm) GHAZIABAD (Vaishali) Tel: 
2688148/9. GOA Tel: 2429222, (Working Days & Hours: Mon to Fri; 10.30 am to 6 pm & Sat; 10.30 am to 2 pm) GULBARGA Tel: 241966. 
(Working Days & Hours: Mon to Fri; 10.45 am to 6 pm, Sat; 10.45 am to 2 pm) GUNTUR Tel: 2217538/2268628. (Working Days & Hours: Tues. 
to Sat.; 11 am to 7 pm) GURGAON Tel: 5061772/3. (Working Days & Hours: Mon to Fri; 11 am to 7 pm; Sat; 11 am to 2 pm) GUWAHATI Tel: 
2666915 / 795. GWALIOR Tel: 4011970/1/3. (Working Days & Hours: Mon to Fri; 9.30 am to 5.15 pm, Sat; 10 am to 1 pm) HARDWAR Tel: 
324100, 265325 (Working Days & Hours: Mon to Fri; 10 am to 5.45 pm & Sat: 10 am to 2 pm) HOSUR Tel: 247444. (Working Days & Hours: 
Mon to Fri; 10 am to 5.15 pm; Sat: 10 am to 1 pm) HUBLI Tel: 2356345. (Working Days & Hours: Mon to Fri; 10.30 am to 6 pm & Sat; 10.30 
am to 2 pm) HYDERABAD (Basheer Bagh) Tel: 66475001 (10 lines). HYDERABAD (Dilsukhnagar) Tel: 24540845/47. (Working Days & Hours: 
Tue to Sat; 11 am to 7 pm) HYDERABAD (Kukatpally) Tel: 23155944. (Working Days & Hours: Mon to Sat; 11 am to 7 pm) HYDERABAD 
(Panjagutta) Tel: 23414855/6. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) HYDERABAD (Tarnaka) Tel: 27014041, 27006950. (Working 
Days & Hours: Tue to Sat; 11 am to 7 pm) INDORE (M G Road) Tel: 4223300, 4433333. INDORE (Vijaya Nagar) Tel: 5026442, 5026789. 
(Working Days & Hours: Mon to Fri; 3 pm to 7 pm) INDORE (Prabhu Nagar) Tel: 5028222. (Working Days & Hours: Mon to Fri; 3 pm to 7 pm) 
JABALPUR Tel: 5065771/7. JAIPUR (Ashok Marg) Tel: 5150888, 2377171-3. JAIPUR (Mansarovar) Tel: 2781981, 2780989. (Working Days & 
Hours: Mon to Fri: 11 am to 7 pm) JAIPUR (Vaishali Nagar) Tel: 5110410, 5110411. (Working Days & Hours^ Mon to Fri: 11 am to 7 pm) 
JALANDHAR Tel: 2225633/4. JALGAON Tel: 2220762, 2232015. JAMMU Tel: 2434419. (Working Days & Hours: Mon to Fri: 9.30 am to 5.15 pm 
& Sat: 10 am to 1 pm) JAMNAGAR Tel: 2664212, 2664213, 2664214. (Working Days & Hours: Mon to Fri; 10 am to 6 pm & Sat; 10 am to 1 pm) 
JAMSHEDPUR Tel: 2424518. JHANSI Tel: 3290532. JODHPUR Tel: 2644448/9. KANNUR Tel: 2765850. (Working Days & Hours. Mon to Fri 11 
am to 7 pm) KANPUR Tel: 3259998, 2306744. KARNAL Tel: 6451231-32 (Working Days & Hours: Mon to Fri: 9.30 am to 5.30 pm & Sat: 10 am 
to 1 pm) KOCHI (M. G. Road) Tel: 9895399900, 2359302. KOCHI (Palarivattom) Tel: 2346684 / 5. (Working Days & Hours: Tue to Sat: 11 am 
to 7 pm) KOLHAPUR Tel: 2664034/5. (Working Hours: 11 am to 7 pm) KOLKATA (Jeevandeep) Tel: 23215060, 22886256, 22884645. KOLKATA 
(Cooke and Kelvey) Tel: 22481308, 22481327. KOLKATA (Salt Lake City) Tel: 23215949, 23217009. (Working Days & Hours: Tue to Sat; 11 
am to 7 pm) KOLKATA (Behala) Tel: 24468392. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) KOLKATA (Garia) Tel: 24351082, 
24357011. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) KOLLAM Tel: 3955000, 2762551/2. (Working Days & Hours: Mon to Fri; 11 am 
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to 7 pm) KORBA Tel.: 245253/4. KOTA Tel: 2436981/2. KOTTAYAM Tel: 2304985, 2566136. (Working Hours: 11 am to 7 pm) LUCKNOW (Ashok 
Marg) Tel: 3989123. LUCKNOW (Aliganj) Telefax: 2763494. LUCKNOW (Gomti Nagar) Telefax: 2303770. LUDHIANA Tel: 2429856, 5025184. 
MADURAI Tel: 2350715. (Working Days & Hours: Mon to Fri; 10 am to 6 pm & Sat; 10 am to 2 pm) MALAPPURAM Tel: 2738873/4 (Working 
Days & Hours: Mon to Fri; 11 am to 7 pm) MANGALORE Tel: 2445220/2425948. (Working Days & Hours: Mon to Fri; 10.45 am to 6 pm & Sat; 
10.45 am to 2.45 pm) MEERUT Tel: 2768172/3 (Working Days & Hours: Mon to Fri; 9.30 am to 5.15 pm & Sat; 10 am to 1 pm) MOHALI Tel: 
2220116, 3092524. (Working Days & Hours: Mon to Fri; 9.30 am to 5.30 pm) MUMBAI (Churchgate) Tel: 66316000, 22820282. MUMBAI 
(Andheri East)* Tel: 26830048/49/50. MUMBAI (Andheri West) Tel: 26733981-3. (Working Days & Hours: Mon, Wed to Sat; 12 noon to 8 pm) 
MUMBAI (Andheri-Kurla Road) Tel: 28304251-3. (Working Days & Hours: Mon, Wed to Sat; 12 noon to 8 pm) MUMBAI (Borivli)* Tel: 
28647152/3. MUMBAI (Chembur)* Tel: 25291188/8838. MUMBAI (Malad)* Tel: 28446307-9. MUMBAI (Mulund)* Tel: 25655633/733. MUMBAI 
(Parel) Tel: 24707497/24716373. MUMBAI (Virar) Tel: 2511654-6. (Working Days & Hours: Tue to Sat; 12.30 pm to 8.30 pm) AMBARNATH* 
Tel: 2603168/9. KALYAN* Tel: 2201580/3. DOMBIVLI* Tel: 2861473/74. THANE (Gokhale Road)* Tel: 25451114-6. THANE (Vikas Complex) 
Tel: 25471568/70. (Working Days & Hours: Mon, Wed to Sat; 12.30 pm to 8.30 pm) VASHI (Navi Mumbai) Tel: 65165201-4. KOPARKHAIRANE 
(Navi Mumbai) Tel: 27550615-18. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) BELAPUR (Navi Mumbai) Tel: 27561781-4. (Working 
Days & Hours: Tue to Sat; 11 am to 7 pm) NERUL (Navi Mumbai)* Tel: 27718787 (4 lines), 65165203. NEW PANVEL* Tel: 66166242/3/4. 
MYSORE Tel: 2433770. (Working Days & Hours: Mon to Fri; 10.45 am to 6 pm & Sat 10.45 am to 2.45 pm) NAGERCOIL Tel: 325500, 237192/ 
93, 227044. (Working Days & Hours: Mon to Fri; 11 am to 7 pm) NAGPUR Tel: 2566000, 2527888, 2522123. NASHIK (Sharanpur Link Road) 
Tel: 6606000. NASHIK (Indira Nagar) Tel: 2325301, 2325310. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) NASHIK (Panchavati) Tel: 
2621953/4. (Working Days & Hours: Mon to Fri; 11 am to 7 pm) NASHIK ROAD Tel: 2467994/5. (Working Days & Hours: Tue to Sat; 11.30 am 
to 7.15 pm) NELLORE Tel: 2302347. (Working Days & Hours: Tues. to Sat.; 11.00 am to 7.00 pm) NEW DELHI (Munirka) Tel: 41115111. 
(Working Days & Hours: Mon to Fri ; 9.30 am to 5.15 pm & Sat; 10 am to 1 pm) NEW DELHI (Vikas Puri) Tel: 28540989/90. NEW DELHI 
(Lodhi Road) Tel: 24643755, 24601574. (Working Days & Hours: Mon to Fri ; 9.30 am to 5.15 pm & Sat; 10 am to 1 pm) NEW DELHI (Rohini) 
Tel: 32906820 / 1. (Working Days & Hours: Mon to Fri; 9.30 am to 5.15 pm & Sat; 10 am to 1 pm) NOIDA Tel: 2512058 / 9. (Working Days & 
Hours: Mon; 11 am to 2 pm & Tue to Sat; 11 am to 7 pm) PALAKKAD Tel: 2536481/2. (Working Hours: Mon to Fri; 11 am to 7 pm) PANCHKULA 
Tel: 2570436, 2570454. PATIALA Tel: 2209273, 5002786. PATHANAMTHITTA Tel: 3255000. (Working Days & Hours: Mon to Fri. 11 am to 7 pm) 
PATNA Tel: 2320378. PITHAMPUR Tel: 252127, 500964. (Working Days & Hours: Mon to Thu; 9.30 am to 5.15 pm) PONDICHERRY Tel: 
2205421. PUNE (University Road) Tel: 25505000. PUNE (Camp) Tel: 26351738, 26348602. (Working Days & Hours: Tue to Sat; 11 am to 7 
pm) PUNE (Chinchwad) Tel: 27450219, 27481736. PUNE (Kothrud) Tel: 25453592/3. (Working Days & Hours: Sun to Thu; 11 am to 7 pm) 
PUNE (Nagar Road) Tel: 26685258, 26699149. (Working Days & Hours: Sun to Thu; 11 am to 7 pm) PUNE (Magarpatta City) Tel: 26823114, 
26823541, 26823539. (Working Days & Hours: Sun, Tuesday to Saturday: 9:30 am to 5:15 pm) RAJAHMUNDRY Tel: 2461200. (Working Days & 
Hours: Tue to Sat; 11 am to 7 pm) RAIPUR Tel: 4092585/6, 2520091. RAJKOT Tel: 2472337/8. (Working Days & Hours: Mon to Fri; 10 am to 
6.15 pm) RANCHI Tel: 2331055. RATLAM Tel: 507375. RENUKOOTTel: 252774. (Working Days & Hours: Mon to Fri; 9.30 am to 5.15 pm & Sat; 
11 am to 3 pm) ROPAR Tel: 224986, 226986. SALEM Tel: 2314486/7. SANGLI Tel: 2329891/2. (Working Days & Hours. Sun to Thu; 11 am to 
7 pm) SATARA Tel: 226400, 227901. (Working Days & Hours: Sun to Thu; 10.30 am to 6.30 pm) SILIGURI Tel: 2640716. SIMLA Tel: 2622211, 
2628711. SOLAPUR Tel: 2316804/5. (Working Days & Hours: Sun to Thu; 11 am to 7 pm) SURAT (Majura Gate) Tel: 2479371, 2475954. 
SURAT (Adajan) Tel: 2772258/59. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) THIRUVANANTHAPURAM Tel: 3255000, 2325731. 
THRISSUR Tel: 2442565/6. (Working Days & Hours: Mon to Fri; 11 am to 7 pm) TIRUCHIRAPALLI Tel: 2412744, 2414744. TIRUNELVELI Tel: 
3955000, 2577822/833. (Working Days & Hours: Tue to Sat; 11 am to 7 pm) TUTICORIN Tel: 3955000, 2300707 / 807. (Working Days & Hours: 
Mon to Fri; 11 am to 7 pm) UDAIPUR Tel: 2561060/1. UJJAIN Tel: 5010222, 5072222. (Working Days & Hours: Mon to Fri; 9.30 am to 5.30 pm) 
VADODARA Tel: 2308400, 2356397, 2320240. VADODARA (Waghodia Road) Tel: 2514164, 2512364. (Working Days & Hours. Mon to Fri; 11 
am to 7 pm) VAPI Tel: 2462573/93 VARANASI Tel: 3251474, 2420485/86. VIJAYAWADA Tel: 2483262. (Working Days & Hours: Tues to Sat; 11 
am to 7 pm) VISAKHAPATNAM Tel: 2552876. (Working Days & Hours: Tue to Sat; 10.30 am to 7 pm) WASHIM Tel: 231302/03. YAMUNA 
NAGAR Tel: 320547. YAVATMAL Tel: 239941. 


International Offices: 

DUBAI Tel: (009714) 3961825. 

LONDON Tel: + 44 (0) 20 7872 5542 . 

Service associates in Kuwait, Oman, Qatar, Sharjah, Abu Dhabi, 
Al Khobar, Jeddah and Riyadh in Saudi Arabia. 


(Normal working days & Hours: Monday to Friday; 
9.30 am to 5.15 pm, except mentioned otherwise) 

* Working Days & Hours: Tuesday to Saturday; 12 noon to 8 pm. 
(Ambarnath, Kalyan, Thane, Vashi, Koparkhairane, Belapur, 
Nerul and New Panvel are listed under Mumbai). 

(As of May, 2007 ) 
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NOTICE IS HEREBY GIVEN' THAT THE 
THIRTIETH ANNUAL GENERAL MEETING 

OF THE MEMBERS OF HOUSING 
DEVELOPMENT FINANCE CORPORATION 
LIMITED WILL BE HELD AT 3.00 P.M. 
ON WEDNESDAY, JUNE 27, 2007, AT 
“BIRLA MATUSHRI SABHAGAR”, 19, 
MARINE LINES, MUMBAI 400 020 TO 
TRANSACT THE FOLLOWING BUSINESS: 

ORDINARY BUSINESS 

1. To receive, consider and adopt the 
audited profit and loss account for the 
financial year ended March 31, 2007, 
the balance sheet as at that date and 
the reports of the directors and the auditors 
thereon. 

2. To declare dividend on equity shares. 

3. To appoint a director in place of 
Mr. Keshub Mahindra who retires by 
rotation and being eligible, offers himself 
for re-appointment. 

4. To appoint a director in place of 
Mr. D. M. Sukthankar who retires by 
rotation and being eligible, offers himself 
for re-appointment. 

5. To appoint a director in place of 
Mr. N. M. Munjee who retires by rotation 
and being eligible, offers himself for 
re-appointment. 

SPECIAL BUSINESS 

6. To appoint auditors and to fix their 
remuneration and in this connection, 
to pass, with or without modification(s), 
the following resolutions as Ordinary 
Resolutions: 

“RESOLVED THAT Messrs Deloitte 
Haskins & Sells, Chartered Accountants, 
in respect of whom the Corporation has 
received a Special Notice pursuant to 
Sections 190 and 225 of the Companies 
Act, 1956, be and are hereby appointed 
as auditors of the Corporation, for the 
purpose of audit of the Corporation’s 
accounts at the head office, its branch 


offices in India and its branch office at 
London, United Kingdom, to hold office 
as such from the conclusion of this Meeting 
until the conclusion of the next Annual 
General Meeting, in place of Messrs 
S. B. Billimoria & Co,, Chartered 
Accountants, on a remuneration of 
Rs. 45,00,000 (Rupees forty five lacs 
only) plus applicable service tax and 
reimbursement of out-of-pocket expenses 
incurred by them for the purpose of 
such audit.” 

“RESOLVED FURTHER THAT pursuant 
to the provisions of Section 228 and 
other applicable provisions, if any, of. 
the Companies Act, 1956, the Board 
of Directors of the Corporation be and 
is hereby authorised to appoint as branch 
auditors, for the purpose of audit of 
any branch office which may be opened 
abroad during the year, in consultation 
with the auditors of the Corporation, any 
person qualified to act as such as per 
the provisions of said section and to 
fix their remuneration.” 

7. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolution as an Ordinary 
Resolution: 

“RESOLVED THAT pursuant to the 
provisions of Section 228 of the Companies 
Act, 1956, Messrs Pannell Kerr Forster, 
Chartered Accountants, be and are hereby 
re-appointed as branch auditors of the 
Corporation for the purpose of audit 
of the accounts of the Corporation's 
branch office at Dubai, to hold office 
as such from the conclusion of this Meeting 
until the conclusion of the next Annual 
General Meeting, on such terms and 
conditions and on such remuneration 
as may be fixed by the Board of Directors 
of the Corporation, depending upon the 
nature and scope of their work.” 

8. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolutions as Ordinary 


Resolutions: 

"RESOLVED THAT in partial modifications 
of the resolutions passed by the Members 
of the Corporation, re-appointing 
Mr. Deepak S. Parekh, as the Managing 
Director (designated as the ’Chairman’), 
Mr. K. M. Mistry, as the Managing Director 
and Ms. Renu Sud Karnad, as the 
Executive Director of the Corporation 
(hereinafter collectively referred to as 
the 'whole-time directors’) and pursuant 
to the provisions of Sections 198, 269 
read with Schedule XIII, 309, 310, 311 
and other applicable provisions, if any, 
of the Companies Act, 1956, including 
any amendment, modification, variation 
or re-enactment thereof, approval of the 
Members of the Corporation be and is 
hereby accorded to increase the upper 
limit of the salary range of the whole¬ 
time directors, from the existing limit 
of Rs. 4,00,000 per month to Rs. 7,00,000 
per month, effective January 1, 2007, 
with authority to the Board of Directors 
of the Corporation (hereinafter referred 
to as the ‘board’ which term shall be 
deemed to include the Compensation 
Committee of Directors) to determine 
their salary, from time to time, within 
the said upper limit of the salary range.” 

“RESOLVED FURTHER THAT the consent 
of the Members of the Corporation be 
and is hereby accorded to the board, 
to provide pension and other benefit(s) 
(including post retirement benefit(s)) 
for the whole-time directors of the 
Corporation, in terms of the scheme(s) 
framed / to be framed and in accordance 
with and subject to fulfilling the eligibility 
criteria(s) and / or qualifying condition(s) 
as may be prescribed in the respective 
scheme(s).” 

RESOLVED FURTHER THAT the board 
be and is hereby authorised to do all 
such acts, deeds, matters and things 
and execute all such agreements, 
documents, instruments and writings 
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as may be required and tp delegate 
all or any of its powers herein conferred 
to any committee of directors or director(s) 
to give effect to the aforesaid resolutions.” 

9. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolution as an Ordinary 
Resolution: 

“RESOLVED THAT the consent of the 
Corporation be and is hereby accorded 
under the provisions of Section 293(1 )(d) 
of the Companies Act, 1956, (including 
any amendment, modification, variation 
or re-enactment thereof) to the Board 
of Directors of the Corporation to borrow 
from time to time such sum or sums 
of money as they may deem necessary 
for the purpose of the business of the 
Corporation, notwithstanding that the 
monies to be borrowed together with 
the monies already borrowed by the 
Corporation (apart from temporary loans 
obtained from the Corporation's bankers 
in the ordinary course of business) and 
remaining outstanding at any point of 
time will exceed the aggregate of the 
paid-up share capital of the Corporation 
and its free reserves, that is to say, 
reserves not set apart for any specific 
purpose; Provided that the total amount 
up to which monies may be borrowed 
by the Board of Directors and which 
shall remain outstanding at any given 
point of time shall not exceed the sum 
of Rs. 1,00,000 crores (Rupees one lac 
crores only).” 

10. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolution as an Ordinary 
Resolution: 

“RESOLVED THAT pursuant to the 
provisions of Section 94 and other 
applicable provisions, if any, of the 
Companies Act, 1956 and the provisions 
of other statutes as applicable, the 
authorised share capital of the Corporation 
be and is hereby increased from Rs. 


275,00,00,000 (Rupees two hundred 
seventy five crores) consisting of 
27,50,00,000 equity shares of 
Rs. 10 each to Rs. 325,00,00,000 (Rupees 
three hundred twenty five crores) consisting 
of 32,50,00,000 equity shares of 
Rs. 10 each and consequently the 
respective capital clauses in the 
Memorandum and Articles of Association 
of the Corporation do stand altered 
accordingly and also as provided in the 
succeeding resolutions to be proposed 
at the Meeting." 

11. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolution as an Ordinary 
Resolution: 

“RESOLVED THAT on the resolution for 
alteration of the capital clause being 
duly passed and becoming effective, 
the existing Clause V of the Memorandum 
of Association of the Corporation be 
deleted and in place thereof the following 
new clause be substituted - 

The Authorised Share Capital of the 
Corporation is Rs. 325,00,00,000 (Rupees 
three hundred twenty five crores) consisting 
of 32,50,00,000 equity shares of 
Rs. 10 each.” 

12. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolution as a Special 
Resolution: 

“RESOLVED THAT on the resolution for 
alteration of the capital clause being 
duly passed and becoming effective and 
pursuant to the provisions of Section 
31 and other applicable provisions, if 
any, of the Companies Act, 1956 and 
the provisions of other statutes as 
applicable, the Articles of Association 
of the Corporation be and are hereby 
altered by deleting the existing Article 
3 and substituting in place thereof the 
following as Article 3 - 

The Authorised Share Capital of the 


Corporation is Rs. 325,00,00,000 (Rupees 
three hundred twenty five crores) consisting 
of 32,50,00,000 equity shares of 
Rs. 10 each.” 


13. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolutions as Special 
Resolutions: 

“RESOLVED THAT pursuant to the 
provisions of Section 81(1 A) and other 
applicable provisions, if any, of the 
Companies Act, 1956, including relevant 
circulars and notifications issued by the 
Reserve Bank of India (RBI), the relevant 
provisions of SEBI (Employee Stock Option 
Scheme and Employee Stock Purchase 
Scheme) Guidelines, 1999, as amended, 
(SEBI ESOP Guidelines) issued by the 
Securities and Exchange Board of India 
(SEBI), the relevant provisions of the 
Memorandum and Articles of Association 
of the Corporation and subject to such 
other rules,.regulations and guidelines 
that may be issued by SEBI and/or such 
other authorities, from time to time and 
subject to the approvals, consents, 
permissions and/or sanctions as may 
be required from appropriate regulatory 
authorities/institutions or bodies and subject 
to such terms and conditions as may 
be prescribed/imposed, the consent of 
the Corporation be and is hereby accorded 
to the Board of Directors of the Corporation 
(hereinafter referred to as the ‘board’ 
which term shall be deemed to include 
the Compensation Committee of Directors 
constituted by the board to exercise 
its powers including powers conferred 
by this resolution) to create, issue, offer 
and allot equity shares of the aggregate 
nominal face value not exceeding Rs. 
5,06,00,000 (Rupees five crores six lacs 
only) (or such adjusted numbers for 
any bonus, stock splits or consolidation 
or other re-organisation of the capital 
structure of the Corporation as may be 
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applicable from time to time) to the present 
and future permanent employees and 
directors of the Corporation, whether 
working in India or abroad (hereinafter 
referred to as ‘employees'), under 
Employee Stock Option Scheme - 2007 
(ESOS - 2007) to be framed by the 
Corporation in terms of this resolution 
and on such terms and conditions and 
in such tranches as may be decided 
by the board, in its sole and absolute 
discretion.” 

"RESOLVED FURTHER THAT without 
prejudice to the generality of the above 
but subject to the terms mentioned in 
the explanatory statement to this resolution, 
which are hereby approved by the 
Members or any amendment or 
modification thereof, the board be and 
is hereby authorised to formulate ESOS 

- 2007 detailing therein all the terms 
for granting of employee stock option 
(including terms relating to eligibility of 
the said employees under ESOS - 2007), 
to grant the options under the said ESOS 

- 2007 (detailing the terms of the option) 
at such time or times as it may decide 
in its absolute discretion and is also 
authorised to determine, in its absolute 
discretion, as to when the said equity 
shares are to be issued, the number 
of shares to be issued in each tranche, 
the terms or combination of terms subject 
to which the said shares are to be issued 
(including the combination of terms for 
shares issued at various points of time), 
the conditions under which options vested 
in employees may lapse, terms relating 
to specified time within which the employee 
should exercise his option in the event 
of his termination or resignation, terms 
relating to dividend on the shares to 
be issued, terms relating to the manner 
in which the fringe benefit tax shall be 
recovered by the Corporation from the 
relevant eligible employee under the 
provisions of the Income Tax Act, 1961 
and the rules made there under and 


all such other terms as could be applicable 
to the offerings of a similar nature." 

“RESOLVED FURTHER THAT the board 
be and is hereby authorised to recover 
the fringe benefit tax from the relevant 
eligible employees in respect of options 
granted or vested or exercised, on or 
after April 1, 2007, in the manner to be 
provided in ESOS - 2007 and subject 
to the provisions of Section 115WKA of 
the Income Tax Act, 1961 and the rules 
framed there under, as may be amended 
from time to time.” 

“RESOLVED FURTHER THAT subject 
to the terms stated herein, the equity 
shares allotted pursuant to the aforesaid 
resolutions shall rank pari passu inter 
se and with the existing equity shares 
of the Corporation, in all respects.” 

“RESOLVED FURTHER THAT the board 
be and is hereby authorised to settle 
all questions, difficulties or doubts that 
may arise in relation to the formulation 
and implementation of the ESOS - 2007 
and to the shares (including to amend 
or modify any of the terms thereof) issued 
herein without being required to seek 
any further consent or approval of the 
Members dr otherwise to the end and 
intent that the Members shall be deemed 
to have given their approval thereto 
expressly by the authority of this resolution.” 

“RESOLVED FURTHER THAT the board 
be and is hereby authorised to vary, 
amend, modify or alter the terms of 
the ESOS - 2007 in accordance with 
and subject to any guidelines, rules or 
regulations that may be issued by any 
appropriate regulatory/statutory authority." 

“RESOLVED FURTHER THAT for the 

purpose of giving effect to the above 
resolutions, the board be and is hereby 
authorised to do all such acts, deeds, 
matters and things and execute all such 
deeds, documents, instruments and 
writings as it may in its absolute discretion 


deem necessary in relation thereto." 

“RESOLVED FURTHER THAT the board 
be and is hereby authorised to delegate 
all or any of the powers herein conferred 
to any committee of directors or director(s) 
or any officer(s) of the Corporation to 
give effect to the aforesaid resolutions.” 


14. To consider, and if thought fit, to 
pass, with or without modification(s), 
the following resolutions as Special 
Resolutions: 

“RESOLVED THAT pursuant to the 
provisions of Section 81(1 A) and other 
applicable provisions, if any, of the 
Companies Act, 1956, (including any 
amendment thereto or re-enactment 
thereof) and in accordance with the 
provisions of the Memorandum and Articles 
of Association of the Corporation and 
the applicable rules, regulations, guidelines, 
notifications, circulars and clarifications 
that may be issued thereon by the 
Government of India (GOI), Reserve Bank 
of India (RBI), Securities and Exchange 
Board of India (SEBI) and / or any other 
regulatory authority, from time to time, 
to the extent applicable and subject to 
the consents and approvals of any 
regulatory authority, the Board of Directors 
of the Corporation (hereinafter referred 
to as the ‘board’ which term shall be 
deemed to include any committee(s) 
constituted/ to be constituted by the 
board to exercise its powers including 
powers conferred by this resolution), 
be and is hereby authorised to create, 
offer, issue and allot 1,80,00,000 equity 
shares of Rs. 10 each representing 7.11% 
of the existing issued and paid-up share 
capital of the Corporation for cash to 
the eligible investors (more particularly 
detailed in the-explanatory statement) 
on a preferential basis pursuant to and 
in accordance with the provisions of 
Chapter XIII of the SEBI (Disclosure 
and Investor Protection) Guidelines, 2000 


HDFC 



3 


www.reportjunction.com 




















SANSCO SERVICES - Annual Reports Library Services - www.sansco.net 



and such issue and allotment to'be made 
at such time/times, at such price or 
prices, in such manner and on such 
terms and conditions as the board, may, 
in its absolute discretion decide at the 
time of issue or allotment of equity shares, 
in accordance with the provisions of 
the said Chapter XIII of the SEBI 
(Disclosure and Investor Protection) 
Guidelines, 2000.” 

“RESOLVED FURTHER THAT the board 
be and is hereby authorised to issue 
and allot such number of equity shares 
as may be required to be issued and 
allotted, or as may be necessary in 
accordance with, the terms of the aforesaid 
resolution AND THAT all such shares 
shall rank pari passu with the existing 
equity shares of the Corporation, in all 
respects.” 


NOTES: 

(i) A MEMBER ENTITLED TO ATTEND 
AND VOTE IS ENTITLED TO APPOINT 
A PROXY TO ATTEND AND VOTE INSTEAD 
OF HIMSELF AND THE PROXY NEED 
NOT BE A MEMBER OF THE 
CORPORATION. THE PROXY FORM TO 
BE EFFECTIVE SHOULD BE LODGED 
WITH THE CORPORATION AT ITS 
REGISTERED OFFICE, DULY COMPLETED 
AND SIGNED NOT LESS THAN 48 HOURS 
BEFORE THE TIME OF THE MEETING. 

(ii) Proxy shall not vote except on a poll. 

(iii) Explanatory Statement pursuant to 
Section 173(2) of the Companies Act, 
1956, sets out all material facts relating 
to items of special business at Item 
Nos. 6 to 14 of the Notice dated May 
25, 2007 and the same should be taken 
as part of the Notice. 


“RESOLVED FURTHER THAT without 
prejudice to the generality of the above, 
the Relevant Date for determining the 
price for the equity shares to be issued 
and allotted, in terms of the aforesaid 
resolutions, shall be thirty (30) days prior 
to the date of this Meeting i.e. May 28, 
2007.” 

“RESOLVED FURTHER THAT for the 

purpose of giving effect to any offer, 
issue or allotment of equity shares, as 
described above, the board be and is 
hereby authorised to do all such acts, 
deeds, matters and things as it may, 
in its absolute discretion, deem necessary 
or desirable for such purpose and to 
issue any offer document(s), if required, 
and to sign all deeds, documents and 
writings and to pay any fees, commissions, 


(iv) Pursuant to the provisions of Section 
154 of the Companies Act, 1956, the 
Register of Members and Share Transfer 
Books of the Corporation will remain 
closed from Thursday, June 14, 2007 
to Wednesday, June 27, 2007 (both days 
'inclusive) for tYie purpose o\ payment 
of dividend. 

(v) Subject to the provisions of Section 
206A of the Companies Act, 1956, dividend 
as recommended by the Board of Directors, 
if declared at the Meeting, will be 
despatched/remitted commending from 
the day after the Annual General Meeting 
to those Members whose names appear 
in the Register of Members of the 
Corporation/statements of beneficial 
ownership maintained by the depositories 
as at the close of business hours on 
Wednesday, June 13, 2007. 


remuneration, expenses relating thereto 
and with power to settle all questions, 
difficulties or doubts that may arise in 
regard to such issue(s) or allotment(s) 
as it may, in its sole and absolute discretion, 
deem fit.” 

"RESOLVED FURTHER THAT the board 
be and is hereby authorised to delegate 
all or any of the powers herein conferred 
to any director(s) or any officer(s) of 
the Corporation.” 

May 25, 2007 By Order of the Board 

Registered Office: 

Ramon House, 

H. T. Parekh Marg, 

169, Backbay Reclamation, GIRISH V. KOLIYOTE 
Mumbai 400 020. Company Secretary 


(vi) Members holding shares in physical 
form are requested to promptly notify 
in writing any changes in their address/ 
bank account details to the Corporation 
at its Registered Office or its Investor 
Services Department (ISD) at ‘Tel Rasayan 
BYiavan', Ground Door,TilaV Pload Gxtens'ion, 
Opp., BEST Workshop Gate No. 4, Dadar 
T.T., Dadar (East), Mumbai 400 014. 
Members holding shares in dematerialised 
form are requested to notify the changes, 
■ if any, in the above particulars to their 
depository participant(s). 

(vii) All documents referred to in the 
notice and explanatory statement shall 
be available for inspection at the Registered 
Office of the Corporation during office 
hours on all days except Saturdays, 
Sundays and public holidays: between 
11.00 a.m. and 1.00 p.m. up to the date 
of the Annual General Meeting. 
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(viii) The Central Government vide its 
letter No. 47/342/2006-CL-lll dated January 
4, 2007 granted its approval exempting 
the Corporation from the requirement 
of attaching to its balance sheet, the 
balance sheet, profit and loss account 
and the report of the directors and auditors 
thereon, in respect of all its subsidiary 
companies. Accordingly, the annual report 
of the Corporation for the financial year 
2006-07 that is being sent to the Members 
does not contain the said documents 
of the subsidiary companies. However, 
the consolidated balance sheet, 
consolidated profit and loss account 
and consolidated cash flow statement 
along with schedules and notes to accounts, 
forms part of the annual report of the 
Corporation. Further, a statement containing 
the particulars relating to (a) capital 
(b) reserves (c) total assets (d) total 
liabilities (e) details of investment (f) 
turnover (g) profit before taxation (h) 
provision for taxation (i) profit after taxation 
(j) proposed dividend of each of the 
subsidiary companies of the Corporation 
shall be provided after the consolidated 
group accounts. As per the directions 
of the Central Government, the annual 
report of the Corporation, the annual 
accounts and the related documents, 
of the Corporation’s subsidiary companies 
shall be posted on the EDIFAR website 
of the Securities and Exchange Board 
of India and also on the website of the 
Corporation viz, www.hdfc.com. Members 
who wish to have a copy of the annual 
accounts of the Corporation and that 
of its subsidiary companies can download 


the same from the said website(s) or 
may write to the Corporation. Further, 
the said documents shall be available 
for inspection of the Members at the 
Registered Office of the Corporation 
and at the office of the respective subsidiary 
companies. 

(ix) Members who have either not received 
or have not encashed their dividend 
warrants for any of the financial years 
from 2000-01 up to 2005-06, are requested 
to write to the ISD at the aforesaid address, 
mentioning the relevant folio number(s) 
or .the depository account number(s) 
along with the depository participant 
identification number(s), for issuance' 
of duplicate/ revalidated dividend warrant(s). 

(x) In terms of the provisions of Section 
205A of the Companies Act, 1956, the 
amount of dividend not encashed or 
claimed within seven years from the date 
of its transfer to the unpaid dividend 
account, is required to be transferred 
to the Investor Education and Protection 
Fund (IEPF) established by the Central 
Government, Accordingly, unclaimed 
dividend in respect of financial year 1999- 
00 (Second Interim) is due for transfer 
to the IEPF on June 25, 2007. In terms 
of the provisions of Section 205C of 
the Companies Act, 1956, no claim shall 
lie against the Corporation or the IEPF 
after the said transfer. 

(xi) Members holding shares in sole 
name are advised to avail of the nomination 
facility by filing the prescribed Form 
2B (in duplicate) with the ISD. Such 


Members holding shares in dematerialised 
form are requested to contact their 
depository participant, for recording their 
nomination. 

(xii) The Corporation has designated 
an exclusive email ID viz. 
investorcare@hdfc.com which would enable 
the investor to post their grievances and 
monitor its redressal. Any Member having 
any grievance can post the same to 
the said email address for its quick 
redressal. 

(xiii) For the convenience of the Members 
and for proper conduct of the Meeting, 
entry to the place of the Meeting will 
be regulated by the Attendance Slip, 
which is annexed to the Proxy Form. 
Members are requested to affix their 
signature at the place provided on the 
Attendance Slip and hand it over at the 
entrance. 

(xiv) Members desiring any information 
relating to the annual accounts of the 
Corporation are requested to write to 
the Corporation at the earliest, so as 
to enable the Board of Directors to keep 
the information ready. , 

MEMBERS WHO HOLD SHARES IN 
DEMATERIALISED FORM, ARE 
REQUESTED * TO BRING THEIR 
DEPOSITORY ACCOUNT NUMBER ALONG 
WITH THE DEPOSITORY PARTICIPANT 
IDENTIFICATION NUMBER (DP ID) FOR 
IDENTIFICATION. 


MEMBERS ARE REQUESTED TO BRING 
THEIR COPIES OF THE ANNUAL 
REPORT TO THE MEETING. 
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Annexure to the Notice 


Explanatory Statement pursuant to Section 
173(2) of the Companies Act, 1956. 

Item No. 6 

Presently, the Corporation’s accounts 
at the head office as well as at all branch 
offices in India are being audited by 
Messrs S. B. Billimoria & Co., Chartered 
Accountants, who hold office until the 
conclusion of this Meeting. 

Messrs S. B. Billimoria & Co. has vide 
their letter dated April 26, 2007 informed 
the Corporation that they do not want 
to be re-appointed and has recommended 
the appointment of Messrs Deloitte Haskins 
& Sells, Chartered Accountants as statutory 
auditors of the Corporation. Messrs 
S. B. Billimoria & Co. is associated to 
Messrs Deloitte Haskins & Sells, which 
is a well-reputed international audit firm. 
Some of the partners of Messrs S. B. 
Billimoria & Co. are also partners in 
Messrs Deloitte Haskins & Sells. 

The board places on record its appreciation 
for the services rendered by Messrs 
S. B. Billimoria & Co. as the statutory 
auditors of the Corporation since its 
inception. 

Pursuant to the provisions of Sections 
190 and 225 of the Companies Act, 1956, 
the Corporation has received a Special 
Notice from a Member of-the Corporation 
signifying his intention to propose the 
name of Messrs Deloitte Haskins & Sells 
as the statutory auditors of the Corporation, 
along with a deposit of Rs. 500 as required 
under the said Act. 

Accordingly, the Board of Directors of 
the Corporation, pursuant to the 
recommendation of the Audit Committee, 
proposes the appointment of Messrs 
Deloitte Haskins & Sells, Chartered 
Accountants as the statutory auditors 
of the Corporation who will hold office 
as such from the conclusion of this Meeting 
until the conclusion of the next Annual 
General Meeting (AGM) for the purpose 
of audit of the Corporation’s accounts 
at the head office, all its branch offices 


in India and its branch office at London, 
United Kingdom, as the Corporation would 
benefit from international best practices 
of Messrs Deloitte Haskins & Sells. 

Messrs Deloitte Haskins & Sells has 
expressed their willingness to act as 
the auditors of the Corporation and has 
further confirmed that their appointment, 
if made, would be within the limits 
prescribed under Section 224(1 B) of 
the Companies Act, 1956. 

Members approval is accordingly being 
sought to the appointment of Messrs 
Deloitte Haskins & Sells as the statutory 
auditors of the Corporation to hold office 
as such from the conclusion of this Meeting • 
until the conclusion of the next AGM 
for the purpose of audit of the 
Corporation’s accounts at the head office, 
all its branch offices in India and its 
branch office at London, United Kingdom 
on a remuneration of Rs. 45 lacs plus 
applicable service tax and reimbursement 
of out-of-pocket expenses. 

Members approval is also sought to 
authorise the Board of Directors to appoint 
branch auditors, in respect of branch 
offices, which may be opened abroad 
by the Corporation during the year, in 
consultation with the statutory auditors 
of the Corporation and to fix their 
remuneration. 

None of the directors of the Corporation 
is in any way, concerned or interested 
in the said resolutions. 

Item No. 7 

Messrs Pannell Kerr Forster, Chartered 
Accountants were re-appointed as branch 
auditors of the Corporation for the purpose 
of the audit of the accounts of its branch 
office at Dubai. Their office as branch 
auditors expires at the conclusion of 
this Meeting and the board recommends 
their re-appointment-as branch auditors 
for the financial year 2007-08. Resolution 
for this purpose, pursuant to Section 
228 of the Companies Act, 1956, is placed 
before the Members for their approval. 


None of the directors of the Corporation 
is in any way, concerned or interested 
in the said resolution. 

Item No. 8 

At the Annual General Meeting (AGM) 
held on July 18, 2003, the Members 
had re-appointed Ms. Renu Sud Karnad, 
as the Executive Director of the Corporation 
for a period of 5 years w.e.f. May 3, 
2003. At the AGM held on July 15, 2005, 
the Members had re-appointed Mr. 
Deepak S. Parekh as the Managing 
Director (designated as 'Chairman') for 
a period of 3 years w.e.f. March 1, 2006 
and Mr. K. M. Mistry as the Managing 
Director, for a period of 5 years w.e.f. 
November 14, 2005. The said directors 
are hereinafter collectively referred to 
as ‘whole-time directors’. 

As per the terms and conditions of the 
said re-appointments, the whole-time 
directors could be paid a salary of up 
to Rs. 4,00,000 per month, such 
commission subject to a ceiling of 1% 
of the net profits of the Corporation, 
perquisites equivalent to their respective 
annual salaries and other benefits and 
allowances. 

The perquisites includes rent free furnished 
residential accommodation, reimbursement 
of gas, electricity, water charges and 
medical expenses, furnishings, payment 
of premium on personal accident and 
health insurance and club fees, subject 
to the overall ceiling of their respective 
annual salaries. 

The other benefits and allowances includes 
use of car with driver, telephones at 
residence, house maintenance allowance, 
house rent allowance, leave travel allowance, 
contribution to provident fund, 
superannuation fund and post retirement 
pension scheme and all other benefits 
as are applicable to the directors and/ 
or senior employees of the Corporation 
including but not limited to gratuity, leave 
entitlement, encashment of leave and 
housing and other loan facilities as per 
the schemes of the Corporation and 
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as approved by the board or Compensation 
Committee of Directors, from time to 
time. 

Considering the increase in the business 
activities of the Corporation as also the 
amount of remuneration being paid to 
managerial personnel occupying similar 
positions in the financial services industry, 
the Compensation Committee 
recomrnended the increase in the upper 
limit of the salary range of the whole¬ 
time directors from the existing upper 
limit of Rs. 4,00,000 per month to Rs, 
7,00,000 per month, effective from January 
1, 2007. 

Currently, Mr. K. M, Mistry is being paid 
a salary of Rs. 3,95,000 per month and 
Ms. Renu Sud Karnad is being paid a 
salary of Rs, 3,65,000 per month. Subject 
to the approval of the Members, the 
Compensation Committee had revised 
the salary payable to Mr. Deepak S, 
Parekh to Rs. 4,45,000 per month with 
effect from January 1, 2007. Currently, 
Mr. Deepak S. Parekh is being paid a 
salary of Rs. 4,00,000 per month and 
upon the receipt of approval of the 
Members for increase in the upper limit 
of the salary range, as aforesaid, he 
would be paid the revised salary. 

The approval of the Members is being 
sought to increase the upper limit of 
the salary range to Rs. 7,00,000 per 
month, for the whole-time directors. 

Further, in consideration for valuable 
and significant services rendered / to 
be rendered to the Corporation and in 
recognition of the contributions made 
by the executives occupying the position 
of whole-time directors- to the growth 
and success of the Corporation, the 
Board of Directors of the Corporation 
consider it fit to frame such scheme(s) 
/ policies so as to provide any pension 
and other benefit(s) including post 
retirement benefit(s). 

The approval of the Members is being 
sought to authorise the board or the 
Compensation Committee to provide for 


HDFC 


post retirement pension and other post 
retirement benefit(s) in the form, inter 
alia, of medical benefits and use of car 
to the whole-time directors of the 
Corporation in terms of the scheme(s) 
framed/ to be framed and in accordance 
with and subject to fulfilling the eligibility 
criteria(s) and / or qualifying condition(s) 
as may be prescribed in the respective 
scheme(s), 

In accordance with the said resolutions 
and within the aforesaid limits, the amount 
of salary, commission, perquisites, benefits 
and allowances payable to the whole¬ 
time directors (including the types and 
amount of each type of perquisites, benefits, 
and other allowances) will be decided 
by the board or Compensation Committee 
at such time or times, as it may deem 
fit, in its absolute discretion. The valuation 
of perquisites will be as per the Income 
Tax Rules, 1962, in cases where the 
same is otherwise not possible to be 
valued. 

The Board of Directors recommends 
the resolutions for approval of the 
Members. 

This may be treated as an abstract of 
variation of the terms and conditions 
governing the re-appointment and payment 
of remuneration of the whole-time directors 
under Section 302 of the Companies 
Act, 1956. 

All the whole-time directors are interested 
in resolutions at Item No. 8. None of 
the other directors of the Corporation 
is in any way, concerned or interested 
in the said resolutions. 

Item No. 9 

In accordance with the resolution passed 
by the Members of the Corporation at 
the 28th Annual General Meeting held 
on July 15, 2005, the amount outstanding 
consequent to loans borrowed by the 
Board of Directors on behalf of the 
Corporation cannot exceed Rs. 75,000 
crores at any point of time. As on March 
31, 2007, the total borrowings of the 
Corporation amounted to Rs. 57,193 


crores. In view of the growth in business 
of the Corporation, it may be necessary 
for the Corporation to borrow monies 
from various sources consequent to which 
the amount outstanding could exceed 
the present limit of 'Rs. 75,000 crores. 

The Board of Directors accordingly 
recommends the new limit to the extent 
as set out in the resolution at Item No. 
9, for approval of the Members. 

None of the directors of the Corporation 
is in any way, concerned or interested 
in the said resolution. 

Item Nos. 10 to 12 

The authorised share capital of the 
Corporation, at present, is Rs. 275 crores 
consisting of 27,50,00,000 equity shares 
of Rs. 10 each. At present, the issued 
and paid-up equity share .capital of the 
Corporation is Rs. 253 crores. 

The Board of Directors of the Corporation 
at its meeting held on May 25, 2007, 
recommended the issue of equity shares 
to a select group of investors on a 
preferential basis in accordance with 
the provisions of Chapter XIII of the 
SEBI (Disclosure and Investor Protection) 
Guidelines, 2000 as also the issue of 
stock options to the present and future 
permanent employees and directors of 
the Corporation in accordance with SEBI 
(Employee Stock Option Scheme and 
Employee Stock Purchase Scheme) 
Guidelines, 1999, in terms of the special 
resolutions as set out at Item Nos, 13 
and 14 of this Notice. 

The issue and allotment of shares on 
a preferential basis and exercise of stock 
options, subject to its being approved 
by the Members of the Corporation, together 
with the equity shares that may be issued 
on the conversion of the Foreign Currency 
Convertible Bonds, will increase the issued 
and paid-up equity share capital of the 
Corporation beyond the current limit and 
therefore the authorised share capital 
of the Corporation needs to be increased 
to accommodate the said issue of equity 
shares. 
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employee stock options) the options would 
be granted in one or more tranches 
as may be decided by the board from 
time to time. 

The following would inter alia be the broad 
terms and conditions of ESOS - 2007: 

Compensation Committee 

The Compensation Committee of Directors 
of the Corporation comprising of 
independent directors has been authorised 
to inter alia formulate, administer and 
supervise ESOS - 2007 including framing 
of its terms and conditions in terms of 
the SEBI ESOP Guidelines, 

Total number of options to be granted 

The total number of options to be granted 
under ESOS - 2007 shall not exceed 
50,60,000 options representing 50,60,000 
equity shares of Rs. 10 each of the 
Corporation or such adjusted numbers 
for any bonus, stock splits or consolidation 
or other re-organisation of the capital 
structure of the Corporation as may be 
applicable from time to time, 


that behalf, subject however that the 
gap between the date of grant and date 
of vesting shall not exceed 3 years and 
the minimum gap shall be as may be 
required by the statutory authorities. 

Pricing formula 

The options would be granted to the 
eligible employees at the latest available 
closing price on the stock exchange 
on which the shares of the Corporation 
are listed, prior to the date of the meeting 
of the board at which the options are 
granted. As the shares of the Corporation 
are listed on more than one-stock 
exchange, the latest available closing 
price on the stock exchange with higher 
trading, volume on the said date shall 
be considered. 

In addition, the eligible employee shall 
also be liable to pay to the Corporation, 
the amount equivalent to the value of 
fringe benefit tax payable by it in accordance 
with the provisions of the Income Tax 
Act, 1961 and the rules made there under, 
as amended. 


In view thereof, it is proposed to increase 
the authorised share capital of the 
Corporation from Rs. 275 crores to Rs, 
325 crores consisting of 32,50,00,000 
equity shares of Rs. 10 each. The proposed 
increase in the authorised share capital 
of the Corporation requires the approval 
of the Members in the Annual General 
Meeting. The alterations in the 
Memorandum and Articles of Association 
of the Corporation are only consequential 
changes to reflect the proposed increase 
in the authorised share capital of the 
Corporation. 

The Board of Directors accordingly 
recommends the resolutions mentioned 
under Item Nos. 10 to 12 of the Notice 
for the approval of the Members, 

None of the directors of the Corporation 
is in any way, concerned or interested 
in the said resolutions. 

Item No. 13 

With the objective of rewarding and 
motivating employees and to attract and 
retain the best talent, the Corporation 
proposes to grant stock options to its 
present and future permanent employees 
and directors, whether working in India 
or abroad (employees), subject to the 
employees meeting the eligibility criteria(s) 
and on such other terms as may be 
determined by the Board of Directors 
of the Corporation (hereinafter referred 
to as the ‘board’ which term shall be 
deemed to include the Compensation 
Committee of Directors constituted by 
the board to exercise its powers including 
powers conferred by this resolution) under 
Employee Stock Option Scheme - 2007 
(ESOS - 2007) to be formulated by the 
board as per the provisions of the SEBI 
(Employee Stock Option Scheme and 
Employee Stock Purchase Scheme) 
Guidelines, 1999, as amended (SEBI 
ESOP Guidelines) and other laws as 
applicable. 

In accordance with the terms of this 
resolution and the ESOS - 2007 (to be 
formulated by the board for granting 


The options which may lapse / expire 
or are forfeited will be available for grant 
to the eligible employees. 

Identification of classes of employees 

entitled to participate in the ESOS - 

2007 

The present and future permanent 
employees and directors of the Corporation, 
whether working in India or abroad are 
eligible to participate in ESOS - 2007, 
subject to sucfT'eligibility criteria as may 
be decided by the board from time to 
time. 

Vesting, period of vesting and the 

maximum period of vesting 

Subject to the applicable laws, regulations 
and guidelines issued by any statutory 
authorities in this regard, the options 
would be granted and vested by the 
board to the employees within such period 
and upon such terms as it may stipulate 
under ESOS - 2007 evolved by it in 


It is further clarified that the Corporation 
shall be entitled to receive the entire 
consideration and the fringe benefit tax 
at the time of exercise of the options 
by the eligible employees, irrespective 
of when the Corporation may deposit 
the tax with the relevant authority. 

Recovery of Fringe Benefit Tax 

In terms of the provisions of Section 
115WKA of the Income Tax Act, 1961, 
as amended by the Finance Act, 2007 
and as may be amended from time to 
time, the Corporation would recover the 
fringe benefit tax payable by it from 
the eligible employees in relation to the 
value of the^fringe benefit provided in 
terms of the said Act and the rules made 
there under, in respect ot any grant or 
vesting or exercise of stock options on 
or after April 1, '2007. 

Exercise period and process of exercise 
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The eligible employees shall be entitled 
to exercise the options within such period 
as may be determined by the board, 
subject to a maximum of 5 years from 
the date of respective vesting, 

The option shall be deemed to be exercised 
when the Corporation receives the written 
notice of exercise of options, in the 
prescribed format, from the person entitled 
to exercise the option along with full 
payment for the shares with respect 
to which the options are exercised. 

Appraisal process for determining 

eligibility of the employees 

The board shall formulate ESOS - 2007 
detailing the eligibility criteria for the 
employees, the terms and conditions 
subject to which shares would be issued, 
the modus of grant, exercise and vesting 
of the options and such other terms 
relating to the ESOS - 2007. Whilst granting 
the options to the employees under the 
ESOS - 2007, the board would inter 
alia consider grade, performance, merit, 
future potential contribution, conduct of 
the employee and such other factors 
as deemed appropriate. 

Notwithstanding anything contained in 
this resolution or the explanatory statement 
thereto, the board would have the absolute 
discretion to determine the employees 
eligible to be granted options under 
the ESOS - 2007 and the quantum of 
options to be granted to any eligible 
employee. 

Maximum number of options to be issued 

per employee and in aggregate 

The maximum number of options to be 
issued to any eligible employee during 
any one year will be decided by the 
board, subject however that the same 
shall be less than 1% of the issued equity 
shares of the Corporation as on the 
date of grant. The aggregate of all such 
options granted shall not exceed 50,60,000 
options or such adjusted numbers for 
any bonus, stock splits or consolidation 
or other re-organisation of the capital 
structure of the Corporation as may be 


applicable from time to time. 

Accounting policies 

The Corporation shall comply with the 
accounting policies as specified by SEBI 
as per Clause 13.1 and other applicable 
provisions of the SEBI ESOP Guidelines, 
as amended from time to time. 

The method for valuation of options 

The Corporation shall follow the intrinsic 
value method to value its stock options. 

Declaration 

The Corporation will disclose the difference 
between the employee compensation 
cost computed using the intrinsic value 
method and the employee compensation 
cost that shall have been recognised 
if it had used the fair value of the options 
and the impact of this difference on 
the profits and on the earning per share 
of the Corporation in the Directors’ Report, 
as applicable, from time to time. 

Listing 

The shares allotted pursuant to the exercise 
of the stock options, shall be listed on 
the Bombay Stock Exchange Limited 
and the National Stock Exchange of India 
Limited and necessary applications shall 
be made to the said stock exchanges 
in that behalf. 

Pursuant to Section 81(1 A) of the 
Companies Act, 1956, further equity shares 
may be issued to persons other than 
the existing Members of the Corporation 
as specified in Section 81(1) of the 
Companies Act, 1956, provided the 
Members of the Corporation approve 
the issue of such shares by way of a 
special resolution. 

Consent of the Members in general meeting 
would therefore be necessary pursuant 
to the provisions of Section 81(1 A) of 
the Companies Act, 1956 and the listing 
agreements with the stock exchanges. 
This resolution and the terms stated 
therein as also the terms stated in the 
explanatory statement hereinabove shall 


be subject to the guidelines/regulations 
issued / to be issued by statutory authorities 
in that behalf and the board shall have 
the absolute authority to modify the terms 
herein which do not conform with the 
provisions of the said guidelines/regulations. 

The Board of Directors recommends 
the resolution for approval of the Members. 

Since the shares under ESOS - 2007 
could be also offered and issued to 
the directors of the Corporation, all the 
directors are deemed to be concerned 
and interested in the said resolutions 
at Item No. 13 of the Notice. 

The Members approval in accordance 
with this resolution is inter alia also being 
sought for authorising the board to do 
acts stated in the resolutions and 
hereinabove where they would be the 
beneficiaries. 

Item No. 14 

The growth in the mortgage business 
of the Corporation together with the growth 
of HDFC Bank Limited (HDFC Bank) 
and HDFC Standard Life Insurance 
Company Limited (HDFC-SL) has led 
to a need for the Corporation to raise 
capital. 

The Corporation currently holds 21.56% 
of the paid-up equity share capital of 
HDFC Bank. In order that the Corporation 
as a promoter maintain its shareholding 
in HDFC Bank at the current level, the 
board of HDFC Bank, subject to the 
requisite approvals of the Reserve Bank 
of India and its shareholders, has made 
a preferential offer of 1,35,82,000 equity 
shares of Rs. 10 each to the Corporation 
at a price of Rs. 1,023.49 per equity 
share. The Board of Directors of the 
Corporation,at its meeting held on May 
25, 2007, has approved the proposed 
investment of Rs. 1,390.10 crores in 
the preferential offer of HDFC Bank. 

Further, the Corporation is required to 
invest in the.equity share capital of HDFC- 
SL on an on-going basis to fund its 
growth. Such investment has a direct 
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impact on the Corporation’s capital ratios. 

In view of the above, various capital 
raising options have been explored to 
ensure that the Corporation meets its 
commitments to its subsidiary and 
associate companies without impacting 
its core mortgage business. 

Accordingly, the Board of Directors at 
its meeting held on May 25, 2007, 
approved the issue of equity shares to 
a select group of investors on a preferential 
basis in accordance with Chapter XIII 
of the SEBI (Disclosure and Investor 
Protection) Guidelines, 2000 (SEBI DIP 
Guidelines) and subject to compliance 
with the following parameters which may 
be subject to such changes as may 
be required so as to conform with the 
SEBI regulations/guidelines. 

Such proposed preferential issue will 
be of 1,80,00,000 equity shares of Rs. 
10 each, representing 7.11% of the total 
issued and paid-up share capital of the 
Corporation as on March 31, 2007. 

The method for arriving at the floor price 
at which the proposed preferential allotment 
would be made is explained hereinafter. 

1. The pricing of the equity shares to 
be allotted to the eligible investors on 
preferential basis shall not be lower than 
the price determined in accordance with 
Clause 13.1.1 of the SEBI DIP Guidelines. 
In terms of the said guidelines, the issue 


of shares on a preferential basis can 
be made at a price not less than the 
higher of the following: 

a) The average of the weekly high 
and low of the closing prices of 
the related shares quoted on the 
stock exchange during the six months 
preceding the relevant date; or 

b) The average of the weekly high 
and low of the closing prices of 
the related shares quoted on a stock 
exchange during the two weeks 
preceding the relevant date. 

2. The Relevant Date for the purpose 
of pricing of the equity shares shall be^ 
30 days prior to the date of this Meeting. 
Thus the Relevant Date shall be May 
28, 2007. 

3. Since, the equity shares of the 
Corporation have registered higher trading 
volume on the National Stock Exchange 
of India Limited (NSE), the prices quoted 
at the NSE, have been taken into 
consideration to determine the floor price 
for issue of equity shares on a preferential 
basis. 

4. Accordingly, the floor price works 
out to Rs. 1,729,36 per equity share of 
Rs, 10 each. However, the board at its 
meeting held on May 25, 2007, proposed 
to issue the said shares at a price of 
Rs, 1,730 per equity share. The aggregate 
amount that would be raised by the 


Corporation through the proposed 
preferential issue would be Rs. 3,114 
crores and would be adequate to fund 
the aforesaid purposes. 

5. The other disclosures as mandated 
under the SEBI DIP Guidelines are as 
under: 

(i) The object of the issue through 
preferential offer: a) to subscribe 
to the preferential offer made by 
HDFC Bank so as to maintain the 
Corporation's shareholding at the 
current level; b) to invest in the share 
capital of its subsidiary and associate 
companies to fund their growth; and 

c) to augment the long-term resources 
for meeting the growth in the 
mortgage business and thereby meet 
the capital norms as set out by the 
National Housing Bank from time 
to time. 

(ii) Intention of Promoters/Key 
Management persons to subscribe 
to the offer: The Corporation is neither 

.owned nor controlled, directly or 
indirectly, by any person, entity or 
government and also does not owe 
allegiance to any promoter or promoter 
group. No shares are being offered 
on a preferential basis to any director 
or key managerial personnel. 

(iii) Shareholding pattern before and 
after the preferential issue: 


Category 

Shareholding Pre 
Preferential Offer* 

Shareholding Post 
Preferential Offer 


No. of Shares. 

% to Capital 

No. of Shares 

% to Capital 

Resident Individuals 

3,29,14,276 

13.01 

3,29,14,276 

12.15 

Foreign Institutional Investors 

17,33 66.720 

68.52 

_ 17,33,66,720 

63.97 

Foreign Direct Investments 

2.63,92.480 

10.43 

4,43,92,480 

16.38 

Insurance Companies 

1,08,37,840 

4.29 

1,08,37,840 

4.00 

Others including Mutual Funds, Domestic Companies, 

Banks and Trusts etc. 

94,95,291 

3.75 

94,95,291 

3.50 

Total 

25,30,06,607 

100.00 

27,10,06,607 

100.00 

*as on May 24, 2007. 
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by the Government of India or SEBI or 
the Reserve Bank of India or any other 
statutory/regulatory authority in that behalf 
and the board shall have the absolute 
authority to modify the terms contained 
herein, in case they do not conform with 
the existing guidelines / regulations or 
any amendment thereto. 

The Board of Directors recommends 
the passing of the resolutions as set 


Name(s) of the proposed allottees 

Shareholding Pre 
Preferential Offer* 

Shareholding Post 
Preferential Offer 


No. of Shares 

% to Capital 

No. of Shares 

% to 'Capital 

Citigroup Strategic Holdings Mauritius Ltd. 

2,31,43,941 

9.15 

2,58,93,941 

9.55 

CMP Asia Ltd. (The Carlyle Group) 

- 

- 

1,52,50,000 

5,63 


*as on May 24, 2007. 


(iv) Proposed time within which the 
allotment shall be complete: The 
allotment of equity shares will be 
completed in accordance with the 
SEBI DIP Guidelines 

(v) The identity of the proposed 
allottees, the number and the 
percentage of post preferential issued 
share capital that may be held by 
them: 


between 11,00 a.m. and 1.00 p.m. 
at the Registered Office of the 
Corporation and also during the 
Meeting. The said certificate has 
been posted on the website of the 
Corporation, www.hdfc.com, for the 
benefit of the Members / public. 

Pursuant to Section 81 (1 A) of the 
Companies Act, 1956, further equity shares 
may be issued to persons other than 


(vi) The equity shares issued and 
allotted pursuant to the resolution 
shall be subject to a lock-in for a 
period of 18 months from the date 
of its allotment and shall rank pari 
passu with the existing equity shares 
of the Corporation, in all other respects. 

(vii) The certificate from the statutory 
auditor certifying that the proposed 
issue is being made in accordance 
with the SEBI DIP Guidelines will 
be available for inspection of the 
Members on all days except 
Saturdays, Sundays and public 
holidays up to the date of the Meeting 


the existing Members of the Corporation 
as specified in Section 81(1) of the 
Companies Act, 1956, provided the 
Members of the Corporation approve 
the issue of such shares by means of 
a special resolution. Consent of the 
Members in general meeting would 
therefore be necessary pursuant to the 
provisions of Section 81 (1 A) of the 
Companies Act, 1956 and the listing 
agreements with the stock exchanges. 
This resolution and the terms stated 
therein and in the explanatory statement 
hereinabove shall be subject to the 
guidelines/regulations issued/to be issued 


out at Item No. 14 to this Notice. 

None of the directors of the Corporation, 
except Dr, Vijay L. Kelkar, who is a director 
nominated by Citigroup Strategic Holdings 
Mauritius Ltd., is in any way, concerned 
or interested in the said resolutions. 

May 25, 2007 By Order of the Board 


Registered Office: 

Ramon House, 

H. T. Parekh Marg, 

169, Backbay Recfamation, GIRISH V. KOLIYOTE 
Mumbai 400 020. Company Secretary 
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Information as required under clause 49 IV (C)'(i) of the Listing Agreements 
in respect of directors being re-appointed. 


Mr. Keshub Mahindra 

Mr. Keshub Mahindra is the vice chairman 
of the Corporation. He is a graduate 
of Wharton-University of Pennsylvania, 
U.S.A. He is a renowned industrialist 
and is the chairman of the Mahindra & 
Mahindra Group of companies. He is 
a director on the boards of several 
prominent companies in India. He has 
been a director of the Corporation since 
its inception. He is also the Chairman 
of the Compensation Committee of 
Directors. Mr. Mahindra holds 57,500 
equity shares of Rs. 10 each of the 
Corporation. 

Mr. Keshub Mahindra is the chairman 
of Mahindra & Mahindra Ltd., Mahindra 
Holdings & Finance Ltd. and Mahindra 
Ugine Steel Company Ltd. and a director 
of Bombay Burmah Trading Corporation 
Ltd. and Bombay Dyeing and Manufacturing 
Company Ltd. 

Mr. Mahindra is the chairman of the 
Investors’ Grievance Committee of Mahindra 
& Mahindra Ltd. 


Mr. D. M. Sukthankar 

Mr. D. M. Sukthankar was an officer of 
the Indian Administrative Service and 
was Secretary, Ministry of Urban 
Development, Government of India and 
later Chief Secretary to the Government 
of Maharashtra. Mr. Sukthankar is 
recognised as an expert on urban affairs 
and has been associated with the housing 
sector for a number of years. He has 
been a director of the Corporation since 
1989. Mr. Sukthankar holds 42,900 equity 
shares of Rs. 10 each of the Corporation. 

Mr. Sukthankar is a director of'HDFC 
Developers Ltd., Indoco Remedies Ltd.; 
Phoenix Township Ltd., Tata Housing 
Development Company Ltd. and Standard 
Chartered Trustee Co. Pvt. Ltd. 

Mr. Sukthankar is the chairman of the 
Audit Committee of Phoenix Township Ltd. 

Mr. N. M. Munjee 

Mr. N. M. Munjee holds a Master’s degree 
in economics from the London School 
of Economics. He is a director on the 
boards of several prominent companies 


in India. He was earlier the executive 
director of the Corporation and had been 
working with the Corporation from 1978 
to 1998. Mr. Munjee holds 16,780 equity 
shares of Rs. 10 each of the Corporation. 

Mr, N. M. Munjee is the chairman of 
Development Credit Bank Ltd. and a director 
of ABB Ltd., Apollo Health Street Ltd., 
Bharti AXA Life Insurance Company Ltd., 
Ciba Speciality Chemicals (India) Ltd., 
Cummins India Ltd., Gujarat Ambuja 
Cements Ltd., Indian Railway Finance 
Corporation Ltd., ITD Cementation Ltd., 
Mahindra & Mahindra Financial Services 
Ltd., Repro India Ltd., Tata Chemicals Ltd., 
Unichem Laboratories Ltd. and Voltas Ltd. 

Mr. Munjee is the chairman of the Audit 
Committee of ABB Ltd., Apollo Health 
Street Ltd., Cummins India Ltd. and 
Tata Chemicals Ltd. and member of the 
Audit Committee of Ciba Speciality 
Chemicals (India) Ltd., Mahindra & 
Mahindra Financial Services Ltd., Unichem 
Laboratories Ltd. and Voltas Ltd. He 
is also a member of the Investors’ 
Grievance Committee of Gujarat Ambuja 
Cements Ltd. 
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HDFC 


HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED 

Registered Office : Ramon House, H. T. Parekh Marg, 169, Backbay Reclamation, Churchgate, Mumbai 400 020. 


PROXY FORM 


Folio No.DP ID No.Client ID No. 

No. of Shares held 



I/We 


of. 

being a Member/Members of HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED hereby 


appoint 


of 


or failing him/her 


of 


as my/our proxy to vote for me/us and on my/our behalf at the THIRTIETH ANNUAL GENERAL MEETING of 


the Corporation to be held on Wednesday, June 27, 2007 at 3.00 p.m. and at any adjournment(s) thereof. 
Signed this..day of. 2007 Signature.:. 


Affix 

30 paise 
Revenue 
Stamp 


Note : 


Jr, 


This form duly completed and signed must be deposited at the Registered Office of the Corporation not less than 48 hours 
before the Meeting. 


HDFC 


HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED 

Registered Office : Ramon House, H. T. Parekh Marg, 169, Backbay Reclamation, Churchgate, Mumbai 400 020. 


ATTENDANCE SLIP 

(To be handed over at the entrance of the Meeting hall) 
30th Annual General Meeting - June 27, 2007 



I hereby record my presence at the THIRTIETH ANNUAL GENERAL MEETING of the Corporation held at ‘BIRLA MATUSHRI SABHAGAR’, 
19, Marine Lines, Mumbai 400 020 on Wednesday, June 27, 2007 at 3.00 p.m. 

Full name of the Member (IN BLOCK LETTERS).. 

Folio No...DP ID No.Client ID No. 


Full name of Proxy (IN BLOCK LETTERS) 


No. of Shares held 


Member’s/Proxy’s Signature 


Thirtieth Annual Report 2006-07 
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